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Winnipeg, Manitoba, 
Monday, 
February 8, 1960. 


---The Commission resumed at 10.00 a.m. 


THE CHAIRMAN: All right, gentlemen, we will 
come to order, please. I will ask the seas tae to 
read the Terms of Reference, please. 

THE SECRETARY : Mr. Chairman, and Commissioners, 
I read from a true copy of Privy Council Order. No. P.C. 
1959-577 of the 13th of May, 1959, approved by His 
Excellency the Governor General. 

The Committee, therefore, on the recommendation 
of the Prime Minister, advise that 

Herbert Anscomb, Victoria 

Archibald H. Balch, Ottawa 

Rene Gobeil, Quebec 

M. A. MacPherson, Sr., Regina 

Howard Mann, Moncton 

Honourable Charles P. McTague, Toronto 

Arnold Platt, Lethbridge 
be appointed ecras baseuene under Part I of the Inquiries 
Act to inquire into and report upon the problems relating 
to railway transportation in Canada and the causes there- 
of, and to recommend solutions thereto, and in particular, 
without restricting the econ oa ney of the foregoing, 
the epatieaion shall consider and report upon: 

(a) inequities in the freight rate structure, 
see incidence upon the various regions oe 

Canada and the legislative and other changes 


that can and should be made, in furtherance 
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of national economic policy, to remove or 
alleviate such inequities; 

(b ) the obligations and limitations imposed 
upon railways by law for reasons of public 
policy, and what can and should be done to 
ensure a more equitable distribution of | 
any burden which may be found to result there- 
from; 

(c) the possibilities of achieving more economical 
and efficient railway transportation; : 

(d) whether, and to what extent, the Railway Act 
should specify what ~~ and earnings of 
railway companies in businesses arti invest - 
ments other ifn railways should be taken 
into account in establishing freight rates; 
and | 

(e) such other related matters as the Commissioners 
eeaeraat pertinent or pene iat to the specific 
or general scope of the inquiry. 

The Committee further advise: 

a That the scope of this Commission shall not 
extend to the performance of functions which 
under the Railway Act are within the eealncine 
jurisdiction of the Board of Transport Com- 
missioners; 

a That the Commissioners be authorized to 
exercise all the powers conferred upon them 
by Section 11 of the Inquiries Act, and be 


assisted to the fullest extent by government 
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departments and agencies; 

B; That the Commissioners adopt such prodedure 
and dit lec as they may from time to time 
deem expedient for the proper conduct of 
the inquiry and sit at such times and at 
such places in Canada as they may decide 
from time to time; 

4, That the Commissioners be authorized to 
ea ae the ayaa of such counsel, staff 
and technical advisers as they may require 
Lancome of scabheratten nan Pelabarsancnt 
approved by the Treasury Board; 

or That the Commissioners report to the Governor 
in Council aap all reasonable aenpntan. and 

6. That the Honourable Charles P. McTague be 
Chairman of the gomigalons: | 

R. B. Bryce, 


Clerk of the Privy Council. 


I also, Mr. Chairman, read an excerpt 

from Privy Council Order 1959-1628: 
The Committee of the Privy Council have 

had before them a report from the Prime Minister sub- 
mitting that the Honourable Charles P. McTague has, 
by reason of ill health, asked to be relieved of the 
responsibilities placed on him as member and chairman 
of the Royal Commission on Transportation to which he 
was appointed by Order in Council P.C. 1959-577 of 
13th May, 1959. 


The Committee accordingly advise that Mr. 
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said Commission be accepted and that Murdoch Alexander 
MacPherson, Esquire, Q.C., a member of the Commission, 
be Chairman thereof. 

(sgd) R. B. Bryce, 


Clerk of the Privy Council. 


THE CHAIRMAN: Now, gentiemen, I wish to 
present to you the members of the Commission. 

On the left is Mr. Balch, who is from the 
City of Ottawa and who all his life has been in the 
trade union movement. 

Next is Dr. Gobeil from the City of Quebec, 
who is not a medical doctor or a dentist, but a Ph.D. 
from McGill University. 

Next is my friend Mr. Anscomb who for seven 
years was Minister of Finance in the Province of British 
Columbia. 

Then, we have the baby of the Commission Mr. 
Mann, who comes from Moncton, New Brunswick, and who 
is Secretary of the Transportation Commission there, 
but who was educated at and is a graduate of the 
University of Toronto. 

Next is Mr. Platt, who comes from Lethbridge, 
Alberta, who is a Master of Science from the University 
of Alberta and who last year was one of the negotiators 
at Geneva for the International Wheat Agreement. 

Now, I come myself from the Province of 
Saskatchewan and have lived for a great many years more 


than I want to say in the City of Regina. 
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1 Now, gentlemen, we are required under the 
“ Terms of the Order in Council, part of which has been 
3 read by the Secretary, to make a comprehensive and 
+ careful inquiry with all reasonable despatch into 
5 problems relating to railway transportation; that is to 
6 say, in the Order in Council the word that is used is in 
i the plural. It is not one problem but all problems 
: that are required for us to consider. 
Now, this is the seventh province to which we 
” have come, and we find that there are problems relating 
yi to rail transportation in all of the provinces. We 
” will not be surprised if we find the same problems here. 
” As a matter of fact, Mr. Mauro, on behalf ofthis pro- 
| vince, has very fervently but very gently indicated 
ii that that is the case, and a perusal of the briefs that 
a we have received would indicate that. 
# While on the question of briefs, we have tried, 
in the interests of everybody, to have briefs in in 
' ample time, and, generally, that has been observed. 
- There are exceptions, and we will deal with them as they 
a arise, but I hope there will be no question in that 
22 

regard. 
28 

Now, I just want to say that there are all those 

‘ problems, and we do not appear before you as supermen, 
. We are just men of good will, and we are addressing 
_ our energies and our judgment, such as the Lord has 
‘sg given us, in the interests of this country, to proceed 
and do what is best. We start with the assumption 


that it is in the interest of Canada that there be an 
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efficient rail transportation and rail service in 
Canada. Canada needs that, and, consequently, we 
are considering all those problems in the light of that. 
Now, are there any fresh appearances that 
have not been made on the record so far? 
I may say to those who are here that our 


Secretary is also Director of Research, and we have, we 


ne case nt 


research team working. We are deal- 
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think, a ivery f 
ing Leh Seailames not suisithele that have presented 
themselves to us in open hearing, but with problems 
that have occurred to uianelyee as well, and we have as 
advisers of that research work a very excellent man, we 
think, in Dr. Currie of the University of Toronto, whom 
we regard as one of the best versed transportation men 
in Canada. 

Now, I would like to present, also, the 
counsel of the Commission, Mr. Cooper,from the City of 
Halifax. 

Now, are there any new appearances to be 
made here? If not, Mr. Mauro, it's your show. 

MR. MAURO: Thank you, Mr. Chairman. t 
would like to call on the Honourable C. D. Roplin, 


Premier of the Province of Manitoba. 
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HONOURABLE DUFF ROBLIN, called 


MR. ROBLIN: Mr. Chairman and Commissioners, 
it is a privilege for me, on behalf of the Government of 
the Province of Manitoba, to make the first presentation 
to you as your Commission begins its public hearings 
in western Canada. May I extend to you a sincere wel- 
come to our province and to its capital city of Winnipeg 
and to Western Canada, In the province of Manitoba, 
situated as we are in the very heart of Canada and of the 
North American continent, we fully recognize the mag- 
nitude of the investigation you have undertaken. 

We recognize your responsibility in the very important 
matters which have been referred to you. We welcome 
your appointment as a Commission and we appreciate the 
fact that men of your wide experience and your integrity 
are devoting their abilities toward the solution of 
matters of great public concern to all Canadians. 

We in the Province of Manitoba also have a 
responsibility in this fundamental field of transporta- 
tion as it affects the agricultural and industrial 
development of our province. The Government of 
Manitoba therefore welcomes the opportunity to make 
submissions to your Commission. 

It is our intention to make a full submission 
at a later date at the hearings that will be held in 
Ottawa on all matters of concern to the Government and 
to our people in the range of subjects within your 
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to outline for you, as a preliminary submission, the 
position of the Government of the Province of Manitoba 
on what we regard to be some of the more important 
matters within the scope of your inquiry. We make this 
preliminary submission in order to acquaint the Com- 
mission with our views on some of the matters which we 
propose to include in our substantive submission. Our 
position on these matters as well as our representations 
on other related subjects will be placed before you in 


greater detail at a later date in Ottawa. 


DIRECT EXAMINATION BY MR. MAURO: 

Q. Mr. Premier, the Province of Manitoba 
was one of the provinces that appealed the most recent 
freight rate increase in 1958. You, personally, sir, 
were before the Council on that occasion, and I wonder 
if you might briefly review those facts by way of 
introduction to the present hearing? 

A. yes, I'can do so. 

In September, 1958, the Canadian railways 
applied to the Board of Transport Commissioners for an 
interim increase of 19 per cent in the general level of 
freight rates and 25 cents per ton on coal and coke 
to yield an amount calculated to meet the estimated 
costs of increased wages to the non-operating railway 
employees which were pending as the result of negotiations 
with the unions and the recommendations of a Concilia- 
tion Board. The Board, after hearings in October, 


allowed a horizontal increase of 17% plus 22 cents per 
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ton on coal and coke by order effective December 1,1958. 
All the provinces, except Ontario and Quebec, immediately 
appealed this decision to the Governor in Council, re- 
questing that the increase be rescinded or suspended. 

It was the submission of the provincesto the 
Governor in Council that there must be a halt to the 
present method cof rerantingyfxeight increases by means 
of horizontal percentage increases. They indicated that 
since 1948 freight rates had been increased by a cumula- 
tive total of 157 per cent and that with each increase 
there was a further attrition and erosion in the traffic 
moved by rail with the result that in the hearings of 
October, 1958, it was admitted by the railways that about 
75:per.ecent of the proposed increase would be extracted 
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from 32 per cent of the traffic. It was further sub- 
mitted that the major part of this ever-shinking 32 per 
cent was traffic from or destined to the Western Region 
and the Maritime Region; those areas not having the 
extensive road systems of tne Central Provinces nor 

the benefits of a highly developed water route. These 
regions represent the so-called "captive traffic" for 
rail transportation, and it was those same regions which 


have been constantly compelled to compensate the railways 


for any deficiencies in revenues. 
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Roblin, dir 4196 


In the case of the C.P.R. the "yardstick 
railway" for rate-making, the provinces stated that 
the estimated revenue requirements of $31,547,000 
would be met as follows. 

And here, Mr. Chairman, you will find a table 
which I think is a good one. 


THE CHAIRMAN: That will be taken into the 


record < 
THE WITNESS: Thank you, 
CPR 
Percentage of Percentage of 
Total Traffic Proposed 
TYPE, OL Trariac Revenue Increase 
Grain and Grain Products at 
Statutory and Related Rates 9.38 nil 
International, Overhead, Import- 
Export and Other Related Rates 29.62 nil 
Coal and Coke 4.0 4.52 
Competitive Rates 12,32 ay OT. 
Agreed Charges (where escalator 
clauses provide for application 
of increases ) TER he Let5 
All Other Freight Traffic 
(class and non-competitive 
commodity ) S203 Pess 
Miscellaneous Traffic 
Subject to Freight Rates 
Increases -90 S05 
Total 100.00 100.00 


Grain and grain products moving at statutory 


rates were exempt from any increase but the provinces 


pointed out that these rates were established under a 


specific agreement ratified by a statute of Parliament. 


The Provinces! chief concern was with that body of 
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"all other freight traffic" and the inequitable burden 
that would be borne by that traffic as the result of 
the proposed increase. 

The provinces further submitted that general 
freight rate increases by means of the horizontal per- 
centage method had and would continue to have a detri- 


mental effect on the economic growth and development of 


ere eset eee Sn enn berenrieenen sin the rere memnaenanrne 


the Western and Maritime Regions. If long established 
national policy for regional economic development and 
expansion was not to be frustrated, a assed re- 
appraisal of Canada's transportation system and its 
problems was imperative. 

Q. What was the decision of the Governor 
in Council on that appeal? 

A. The Governor in Council dismissed the 
appeal and allowed the Board's Order to become effective 
on December 1, 1958. However, in announcing the 
Government's decision on November 26, the Acting Prime 
Minister, the Honourable Howard C. Green, stated that 
the increase was not in accord with the Government's 
long range plans. As a result of the plea of the eight 
provinces for a complete revision of the freight rate 
structure, the Government established a Cabinet Com- 
mittee to report on a plan to ease the impact of the 
latest increase on specific areas and undertook to 
appoint a committee of experts to undertake a long-range 
study of the distortions in the freight rate structure. 
which had arisen as a result of the postwar horizontal 


rate increases. 
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1 The Acting Prime Minister said, in part; 
2 "It is, however, recognized by the government 
° that there are serious inequities in the present 
4 freight rate structure which have both contri- 
5 buted to, and been aggravated by, the system of 
6 horizontal rate increases. The government has 
7 already indicated its intention to move towards” 
8 a sOlution of these problems. 
9 "A study is being undertaken at once to work 
10 out measures to relieve against inequities in the 
il freight rate structure including any that may be 
12 aggravated by the present increases. Steps are 
“ also being taken to set up a suitable body to 
14 review the general field of railway problems and 
15 policy. This study will include not only a 
as comprehensive consideration of the railway freight 
<i eae problem -- including the situation of the 
si long haul provinces in the west and in the 
Y Atlantic region -- but also other specific pro- 
vg blems which require solution if Canada's railways 
oa are to serve the national interest without pre- 
Me judicing particular industries or areas." 
e Q. Mr. Premier, was there any other action 
ee taken by the Governor in Council with reference to this 
2 

17% increase? 
4 A. In 1959 Parliament enacted Bill C-38 whose 
@ purpose was to alleviate in part the burden imposed by the 
? 17% increase on the long-haul traffic. In presenting 
29 


the resolution to the House of Commons on March 24,1959, 
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the Honourable George Hees. Minister of Transport said 
in part: 

"As an interim measure designed to 
alleviate the burden of the authorized increase 
in rates (17%), the proposed legislation pro- 
vides for a subsidy of $20 million over a 
12-month period, to be paid to the companies 
+ « e« @28 reimbursement for such reductions in 
rates as they may be directed to make pursuant 
to this legislation . 

"The government has decided that the most 
effective relief is to be afforded by confining 
the subsidy to a reduction in the non-competitive 
class and commodity rates .. . These rates ... 
are the ones which have taken the full per- 
centage increases authorized by the Board over 
many years. 

"This manner of alleviation concentrates 
the benefits on the long haul traffic where rates 
have not been kept down by competition" 

"As honourable members know, the government 
has indicated its intention of proceeding with 
a comprehensive inquiry into these matters 
affecting the railways" ... 

Q. Now, Mr. Premier, subsequently by Order 
in Council P.C. 1959-577 this present Royal Commission — 
was created on May 13, 1959. The Terms of Reference 
read in part as follows: 


"The Committee of the Privy Council have 
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had before them a report from the Right Honourable 
John G. Diefenbaker, the Prime Minister, stating 
that it is in the national interest that a com- 
prehensive and careful inquiry be made .., 

into problems relating to railway transportation 
in Canada and the possibility of removing or 
alleviating inequities in the freight rates 
structure. 

Clause (a) of the Commission's specific terms 
of reference states that the Commission shall consider 
and report upon: 

"(a)“ Inequities in the freight rate structure, 
c\their incidence upon the various regions of 

Canada and the legislative and other changes that 

can and should be made, in furtherance of national 

economic policy, to remove or alleviate such 

inequities." 

Under Clause (b) of the terms of reference, 
the Commission is to consider and report upon: 

"(b) The obligations and limitations imposed 
upon railways by law for reasons of public policy, 
and what can and should be done to ensure a more 
equitable distribution of any burden which may be 
found to result therefrom." 

My question, Mr. Premier, is what, in the 
opinion of the Province of Manitoba, is the dominant 
theme of the Terms of Reference? 

ny It will be noted that the consistent 


theme throughout the statements by the provinces in their 
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appeal to the Governor in Council in November, 1958, and 
the terms of reference of this Commission is "national 
economic policy". It is clear that the governing phrase 
of the terms of reference establishing this body are 
"national economic policy" and"public policy" and that 
these phrases, for this purpose, are synonymous. It 

is the respectful submission of the Government of 
Manitoba that the first matter which requires definition 


before this Commission is "national economic policy". 


We believe that it is essential as a condition precedent, 
that this Commission first determine what has been and 
what is "national economic policy" in Canada. Having 
determined this factor in the terms of reference, the 
Commission can then properly consider the role of 
A a ack ilo aot iat sabenanes 
and make recommendations conforming to that policy. 

Q. What definition does the Province of 
Manitoba give to this phrase "national economic policy"? 

A. "National economic policy" in Canada has 
evolved since Confederation to meet the needs of the 
nation under changing circumstances. A definition of 
"national economic policy" is not to be found in any 
one statute. It can be determined, however, by 
reference to the pronouncements and statements of the 
federal government and our successive Prime Ministers 
since 1867. While it would be presumptive to offer 
a single a in definition of "national economic 
policy", we submit that it might be summarized generally 
as a policy or plan, or preferably as a series of 


policies or plans, the object of which was to secure 
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the development of Canada for all Canadians. National 


economic policy has been concerned with national develop- 
ment, with the utilization of our resources with a view 
to improving the standard of living of all Canadians 
regardless of geographic location. This definition 
stresses the development of Canada for all Canadians; 

it emphasizes the utilization of our natural and human 
resources to improve the well-being of all Canadians 

in all regions of the country. 

It is the submission of the Province of Manitob 
that in its fullest application "national economic 
policy" in Canada since 1867 has aimed consistenly at 
fostering and promoting the development of the various 
regions of Canada for the benefit of the entire nation. 
It has never been the intention that one area of the 
country should be preferred at the expense of another 
area. 

This policy is clearly illustrated by reference 
to the construction and operation of Canada's railways 
and the historic role which they have played in the 
furtherance of "national economic policy". 

Q. I wonder if you might trace briefly the 
role of transportation in the furtherance of this 
national economic policy? 

A. The geographic nature of the country it- 
self is such that transportation, of necessity, must 
play a major role in the economic growth of Canada. 

We submit that a cursory glance at the historical be- 
ginnings of the nation corroborates this statement. 


Firstly, there was the construction of the Intercolonial 
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Railway which was one of the conditions for the entrance 
of the Provinces of Nova Scotia and New Brunswick into 
Confederation with the central provinces. Subsequently, 
the aust baatLon of the Canadian Pacific Railway as 

an east-west transcontinental rail link was one of the 
undertakings of the federal government for the entrance 
of the Province of British Columbia into Confedération. 
Further, there were the commitments with regard to 
transportation for the admission of Prince Edward 

Island into the Union, and more recently, in 1949, the 
undertakings regarding transportation facilities with 
the mainland to our newest province, Newfoundland. 

This brief outline, we suggest, indicates that the 
transportation policies of the federal government have 
played a vital part in the actual emergence of Canada 

as a nation. 

In addition to a general policy covering the 
nation at large, there have also been specific policies 
to assist the various regions of Canada in their economic 
development. We would point to the construction, 
operation and maintenance by the federal government 
of the extensive system of toll-free canals in 
central Canada, It has been estimated that the cost 
to the federal treasury of the construction of these 
waterways totals $328 millions. The Crows Nest Pass 
rates are another example of federal government assis- 
tance to shippers; in this instance the government 
entered into an agreement with the Canadian Pacific 
Railway and spent federal moneys for the assistance 


of the movement of grain from Western Canada to export 
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points. For the Maritime Provinces the Maritime Freight 
Rates Act is designed to assist the movement of com- 
modities from the Maritime region to central Canada and 
also to assist in the movement of commodities within 
the Maritime region itself. This Act, originally 
adopted in 1927 and subsequently amended provided 
initially for a reduction of 20 per cent (later 30 

per cent) in the Maritime portion of westbound rates 
and of 20 per cent in rates on traffic moving within 
the designated "select area" of the Maritime Provinces. 
There was the recent extension of the operation of this 
Act to the Province of Newfoundland. 

There also exists the "East-West Bridge Subsidy" 
of seven million dollars annually for rail transportation 
provided for in legislation enacted in 1951; this 
subsidy was designed to assist in alleviating the costs 
of transporting goods across northern Ontario. More 
recently, there has been the policy followed by the 
federal government with respect to equalization of 
freight rates, the purpose of which was to balance or 
to equalize the cost of the movement of commodities 
intra-regionally and inter-regionally in Canada. 

The magnitude of the federal government's 
policies with respect to transportation regionally is 
indicated by the fact that according to the Public 
Accounts of Canada for the year ending March 31, 1958, 
the federal government expended in that year the sum 
of ucbvieeeaucoes million dollars for the assistance 


of transportation and transportation facilities in 
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Canada. These particulars support our submission that 
transportation has played and continues to play a vital 
role in the economic development of this country, and 
that there has been a consistent national policy to 
foster this development. 

MR. MAURO: We have prepared, Mr. Chairman, 
a brief summary supporting that statement from the 
Public Accounts, and showing the sum of $220 million 
expended by the federal treasury on transportation 
matters within the Dominion of Canada. 

THE CHAIRMAN: You want this incorporated? 

MR. MAURO: yes. 

THE CHAIRMAN: Are you filing a statement? 

MR. MAURO: No, I am not filing a statement. 

THE CHAIRMAN: All acd 

THE WITNESS: This is a very interesting 
tabulation, Mr. Chairman, | 

MR. MAURO: This will be Exhibit No. 94, Mr. 
Chairman, It is entitled, "Aid to Transportation by 
the Government of Canada in the year ended March 31, 
1958." 
---EXHIBIT NO. 94: Statement showing aid to transpor- 

: tation by the Government of Canada 
in the year ended March 31, 1958. 

THE WITNESS: From the viewpoint of the. 
Province .of Manitoba, I think this chart would bear 
analysis to discover just who benefits from the ex- 


penditures that are tabulated on these sheets. I don't 


intend to attemot that analysis at the present time, but 
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I feel that it. certainly would prove of interest to 
obtain this. 

THE CHAIRMAN: We probably will hear a 
report on it in the Manitoba case. 

THE WITNESS: Yes, I think that is likely. 

THE CHAIRMAN: I think Mr. Mauro possibly 
will have something to say abput it. 

THE WITNESS: If I may proceed, then, Mr. 
Chairman, 

It has been estimated that for 1960 the 
cost to the users of so-called for-hire intercity transport 
in Canada, including railways, motor vehicles, airlines, 
water carriers and pipelines will be as great as 7.85 


per cent of the gross national product. This represents 


a cost of approximately 2,049 million dollars. It is 
the equivalent of 1.09 times the estimated net general 
expenditure for all provincial governments in Canada, 
for the year ending March 31, 1960. It is an amount 
that is equal to approximately 50 per cent of the 
estimated expenditure of the Dominion Government for the 
year ending March 31, 1960. It is equal in amount to 
29.4 per cent of the net general expenditure for all 
governments -- Dominion, Provincial and Municipal -- for 
the year ended nearest to December 31, 1958. 

Gomparative figures for transportation costs 
in relation to Gross National Product for Canada, the 
U.S. and the United Kingdom for the year 1953 (the last. 
available year) show that the for-hire intercity 


transportation costs amounted to 7.9 per cent in Canada, 
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6.5 per cent in the United Kingdom and 5.1 per cent of 
Gross National Product in the U.S. 

An estimate of the transportation bill for 
the Prairie Provinces, using 1958 population figures and 
based on per capita figures of the estimated cost of 
for-hire intercity transportation in Canada as a whole 
amounts to approximately $356.5 million for 1960. This 
amount is equivalent to 3.2 times the estimated net 
general expenditure for the Province of Manitoba for 
the year ending March 31, 1960, 

MR. MAURO: Q. Mr. Premier, you have 
attempted to define "national economic policy" and you 
have indicated to the Commission the role of trans- 
portation in the realization of that national policy. 

I would now like to draw your attention to 
the interrogatory aspect of Clause (a) in the Terms of 
Reference, namely, what are the inequities in the 
present freight rate structure which militates against 
the furtherance of national economic policy? 

| A, Well, in the first place, we would point 
to the inequity resulting from the present practice of 
the Board of Transport Commissioners in awarding rate 
increases - way of horizontal percentage increases. 
This is not a new or recent problem. The inequity 
resulting from such practices had existed prior to the 
hearings of the Turgeon Commission and the matter was 
discussed at great length before that Commission in 
1949 and 1950. The problem as set out by the 


Turgeon Commission appears in the Commission's report 
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dated February 9, 1951, and we would refer you to pages 
45 to 47 of the report. | 
The Commission on page 51 of the report 
summarized the complaints about the horizontal increase 
method as follows; 
"That the application of rate increases by the 
horizontal increase method: 
a Disturbs existing "relationships"; 
25 Accentuates ay disparities; 
hie Aggravates the disadvantage already suffered 
by long haul shippers; 
4, Destroys existing "differentials"; 
6 Assumes that all traffic can bear the 
same percentage increase when this is not 
the case; and 
6. Worsens the competitive position of manu- 
facturers subject to long haul, especially 
when they have to bring materials in for 
fabrication." 
The idole Commission's principal conclusions 
and recommendations on the problem are to be 
found on pages 61-62 of the report. 
"Conclusions: 
ie Applications for uniform horizontal increases 
to all freight tolls assume that ali freight 
can, under all conditions, bear an equal 
. burden of increase. This is an incorrect 
assumption. 
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relationships percentagewise, disturb them 
in cents per. 100 pounds (or other unit) in so 
far as shippers and consignees are concerned, 
and this is of much importance to them. 

3. Horizontal increases aggravate the disad- 
vantage already suffered by long haul 


shippers and consignees." 
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"Recommendations 

"No legislative amendment dealing with 
horizontal increases is recommended. The 
Railway Act in its present form gives to the 
Board ample power to deal with matters of this 
kind. 

"In all future increase cases it is to be 
hoped that the Board and the railways will pay 
due regard to the considerations referred to 
in this section." 

Q. Mr. Premier, from your knowledge, were 
the recommendations of the Turgeon Commission re 
horizontal increases implemented? 

A. I am afraid not. In the light of 
such unambiguous recommendations by the Turgeon Com- 
mission the Provinces might properly have expected some 
relief from this serious burden, but in the rate cases 
immediately following publication of the report, the 
Board of Transport Commissioners continued to follow 
their past policies in this regard, The continued 
concern of the provinces was voiced in their appeal to 
the Governor in Council in 1953. 

"On July 4, 1951, in its first judgment 
following the publication of the Royal Commission 
Report, the Beard postponed ‘uel wasutatdon 
of the recommendations of the Royal Commission 
in this regard. In its next Judgment, dated 
January 25, 1952, the Board disposed of the 


matter by suggesting that shippers should place 
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their grievances first before the railway con- 
cerned and later if they think fit, make an 
application to the Board'. The Board, while 
adopting the views of the Royal Commission at 
page 62 of its Report with regard to the sudden 
shock to the economy caused by large horizontal 
increases, contented itself with saying that the 
increases imposed by the Judgment were small." 
(Submissions to His Excellency the Governor General 
in Council in re Freight Rates -- 7% Case by the 
Petitioners, Ottawa, May 1, 1953, p. 28). 

Q. Has the position taken by the Province of 
Manitoba before the Turgeon Commission changed since 
1949? 

A. We think that the difficulties created by 
horizontal. increases as presented to the Turgeon Com- 
mission in 1949 are still valid. In fact the problems 
resulting from horizontal percentage increases have 
worsened since that date. Since 1950 there have been 
7 applications for general rate increases -- all but one 
by way of horizontal percentage increases -- resulting 
in a total increase of 77 per cent. 

The dollar per ton distortion since the 
findings of the Turgeon Commission are even more startling 
Permit me to direct your attention to a few comparative 
rates for both East to West and East to East movements 


in 1949 and 1958 as shown in Schedule "A". 
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In short the situation which the Turgeon 
Commission in 1949 found to be inequitable and harmful 
to the economic well being of the nation, has since 
that date become intolerable, and it is our considered 
opinion that this situation has tended to frustrate 
national economic policy. 

The past ten years wateudaeari¢ illustrated 
that no relief in this respect can be expected from 


either the railways, or the Board of Transport Com- 


missioners, and that some safeguards must be instituted 
either by way of statutory limitations or legislative 
direction if the present situation is to be altered. 

Q. You have described the first factor 
which you contend is, in fact, an inequity in the 
present rate structure, namely, horizontal percentage 
increases. What is the next matter you wish to refer 
to the Commission? 

A, I would now like to deal with trans- 
continental rates. Transcontinental rates are com- 
petitive rates but unlike most other competitive rates 
their application is limited from or to a large area 
in eastern Canada and to or from the port area surround- 
ing the Pacific coast ports. 

What began as a carrier competitive solution 
has now turned out to be a market or product competitive 
device. Rates on transportation of products from the 
eastern region to Vancouver and from Vancouver to 
Eastern Canada are now granted by the railways with the 


purpose of permitting those products to compete in the 
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particular area. The denial of similar rates from 
intermediate points -- which should reflect the shorter 
haul -- has the effect of allowing the railways to 
determine which area will be permitted to compete in a 
certain market. This situation is particularly im- 
portant at this time when the economy of the Prairie 
Provinces, and Manitoba in particular, is becoming 

more diversified with a marked increase in ee vee ne 
capacity and potential. Materials must be brought into 
the area, processed and reshipped to the eastern or 
western markets. Rate relationships under the present 
policy become distorted, and, we submit, should be 
adjusted if the various regions in Canada are to have 

an equal opportunity to develop. 

By way of illustration I would refer toa 
comparison of transcontinental rates on certain com- 
modities from Winnipeg and points in Eastern Canada to 
Vancouver (Schedule "B") and from Winnipeg and 
Vancouver to miucntaili ceneanie eCeds 

Li. F may take the opportunity of doing so, 

Mr. Chairman, there are just one or two points 
illustrated here that I may refer to to underline 

what we are trying to say. Take, for example, on 
Schedule "C": that schedule shows the shipment of 

goods from Vancouver to Eastern Canada and from Winnipeg 
to Eastern Canada, and I am going to take a couple of 
natural products -- although this applies with equal 
force to the manufctured ones -- but we, in this 


province, are considerable producers of fish. We have 


—* — ce 


| atxtard edt t6 qwionoos orit socte out aba du snasog 7 
es gatmoosd at atsokireg wt, sdooiaat beg eon “9 q * 
| setudomtonen ni ogaetont besrsm 8 ad tw borttexevib 10m . ie 
| osnt tiyguord od taum alatvetam -Lsiinetog brs. ethoageo ; 
| %O smetens eat oF beagisiasx oe Seunvcesg ,89718 sft 2 
| tusa org Sait sebau aqhdanoté ate: oth. edeniiem: tenia 7 _ 
| 8d biwode .timius ew .boe ybedaotasb emoosd yotlog 
| eves oc o18 shatad nb esolget avoliav end 2 bevenl bs. q a . 
| -qoleveb oF ytiaudroggo iaups ag. 
| 3 og. a9'tes .binow I nokterteul£t lo ysw yf ie ) 
| _<goo nisd+s0 so geder lednentdaooanesd to Koalieqmos le : 2 
| at shane) oxedaed me ainiog bas yeqinalwW mor? esistbom. ler 7 
| bos gogtantw mort baa ( "a" eiubordoe) tSsvuOONSEV ! " Ae 
| | .("0" eiubede2) otaor0? o¢ yevs09msV toc -* 6 
| «08 Batob to ydlaxstteqqo, ont wind Yeni i ae. rr sey. le a 
etatog owt 10 900 tau ers erent gente Jom } i . 
eniivebal ot of retes yam I Jedd ered botertavl ft A 
ao ,oigmexe 101 .sasT .yse o¢ gatyrd ote ew dare las 
| io saemglda est ewore slubsdoe tadd 2"2" oLubsdoe aa - 
eeqgtaniw mort bes abamed senpeat od seveonaY mot? abooy: | a 


io elutes & 9d82 oF sateen ms I bos ,.sbats) n19tesa od 4 ‘s 
faups didiw aetiqgs ad dguodtis ~= atouborg fs | 
alis ab .ow aud -- mealies iqerainis on 

7 ow .felt to. aresuborg | 


* ANGUS, STONEHOUSE & CO. LTD. Roblin, dir 4O15 
TORONTO. ONTARIO ” 
Mauro ) 


one of the largest and most important fresh water 

fisheries in the world in this province, and yet, on 

the first item in Schedule "C" the rates per 100 pounds 

from ‘British Columbia to Eastern Canada is $3. The 

rate from Winnipeg to Eastern Canada is $4.09, in 

spite of the fact the distance is 1,465 miles shorter,” 
Take the last item on this little chart, 

dealing with canned goods: we have developed a very 

promising industry in the canning of vegetables here in 

the province of Manitoba, and yet, in shipping 100 pounds 

of vegetables from British Columbia to Eastern Canada, 

the price is $2, and shipping the same weight of the 

same commodity from Winnipeg, the price is $2.03 in 

spite of the fact that the distance is 1,465 miles less. 
The same sort of thing is illustrated by the 

first of the schedules in respect of other commidities, 

and underlines the difficulties which Cit ehudereve points 

such as Winnipeg and Manitoba are placed in in attempting 

to compete with those who are situated hundreds of 


miles further from the market. 
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MR. MAURO: Q. Mr.Premier, you have now 
Seaati Ena two practices which, in the opinion of the 
Province of Manitoba, result in inequality in various 
regions: you have referred to horizontal percentage 
increases and transcontinental rates and their present 
application. Have you any comment on the present method 
of regulation of water rates? 

A. We regard that as a very important matter 
as well. At the time of the execution of the Crow's Nest 
Pass Agreement in September, 1897, there was included 
as one of the terms of that agreement paragraph 9 which 
reads as follows: 

"So soon as the said railway is opened for 

traffic to Kootenay Lake, the local rates and 
tolls on the railway and on any other railway 
used in apueluan therewith and now or here- 
after owned or leased by or operated on account 
of the Company south of the Company's main line 
in British Columbia as well as the rates and 
tolls between any dee on any such line or lines 
of railway and any point on the main line of the 
Company throughout Canada, or any other railway 
owned or leased by or operated on account of the 
Company, including its lines of steamers in 
British Gatimns olin be first approved by 

the Governor in Council or by a Railway Commis- 
sion, if and wnen such Commission is established 
by law, and shall at all times thereafter and 


from time t- time be subject to revision and 
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control in the manner aforesaid." 
As one of the conditions of the Crow's Nest 

Agreement, the Canadian Pacific Railway therefore 
agreed to submit to control of a Railway Commission, 
particularly with regard to the setting of rates. There 
can be little question, we submit, that it was a matter o 
national public policy at that time to have any future 
rates established by the Canadian Pacific Railway con- 
trolled by a public body. Such a body, in fact, was - 
created in 1903 and rates for the movement of commodities 
both east and west were reviewed by that agency. We — 
suggest that one of the chief purposes if not the chief 
purpose, for the government requiring this undertaking 
by the railway was the government's wish to have a more 
equitable rate structure, or a less discriminatory rate 
structure, for the movement of commodities, particularly 
in the western region of Canada. Since 1903 rates in 
Canada have been under the absolute control of the 
Board of Railway Commissioners. In dealing with 
railway applications for general increases, the Board 
hts adopted what ses caRO ANY referred to as "the 
requirements formula" whereby the railway companies 
apply to the Board from time to time for general rate 
increases in order that they may be permitted to earn 
sufficient revenues as established under the said 
formula. In 1938 the Board became known as the Board 
of Transport Commissioners and its jurisdiction was 
extended to the regulation of inland water carriers of 


package freight. 
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This aspect of water transportation is of im- 
portance, particularly to the economy of the Prairie 
Provinces and more so to the Province of Manitoba. We 
are. referring, to: the pesaehent of commodities over the 
great inland waterway system of the Great Lakes. This 
is, perhaps a most opportune time to discuss this matter 
since during the past summer the St. Lawrence Seaway syste 
was officially opened to permit the movement of commodi- 
ties from the Atlantic up to the heart of the nation to 
the Syiteh duu ports of Port Arthur and Fort William. 

The movement of couupeaiien over the Great Lakes system 
is, as stated, under the jurisdiction of the Board of 
Transport Commissioners. In order to increase their 
rates, the lake carriers must also obtain the approval _ 
of the. Board of Transport Commissioners, but in the case 
of these lake carriers a strange and startling procedure 
in comparison to that governing the movement by rail has 
been followed by the Board of Transport Commissioners. 
As mentioned, the railway companies are required by law 
to come forward and show cause as to why the existing 
rates on rail freight movements should be increased in 
order to provide them with a higher level of permissive 
revenue. The water transportation companies have 

been permitted in each and every case to raise their 
rates to maintain a differential level between water 


rates and rail rates, and the level so resulting has been 


permitted without any requirement on the part of these 


water carriers to show cause for the increases. Perhaps 


the best illustration of the final refinement in this 
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procedure by the Board, can be seen with reference to th 
most recent general rate increase application in 1958. 


In that case without making an appearance before the 


Board of Transport Commissioners, the water carriers 


by the simple medium of sending a telegram to that 

body were able to raise their rates to maintain the 
differential level between water rates and rail rates, 
This is particularly shocking when one realizes that the 
railway application in that case was based upon increase 
cost to the railways resulting from a wage award. As 

a result of increased wage costs to the railways, the 
procedure adopted by the Board of Transport Commis- 


sioners resulted in the lake carriers being granted 


permission to increase their rates by an idential 
percentage. 

th : 

We in Western Canada certainly realize that 
we cannot expect to have all of the competitive 
features with respect to the movement of goods that 
presently exist in the Provinces of Ontario and Quebec, 
at least not to the same degree, but it is indeed of 
concern to the Government of the Province of Manitoba 
to see that one aspect of our geographical location 
which might be of advantage to us is being minimized 
by the present practice of the Board of Transport 
Commissioners. 

Q. What, in your opinion, has been the 
result of this policy? 

A. We think that as a result of the present 


differential form of pricing the Manitoba shipper is 
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being denied the benefits of this low cost means of 
transportation for which he is so advantageously located 
geographically. We suggest that in the case of water 
transportation, the lake carriers be required to price 
the movement of commodities in accordance with the cost 


factors of water transportation. 


At the time of the construction of the St. 
Lawrence Seaway it was stated that the Seaway would be 
of prime importance to national economic development and 
that the beneficial effects of this great inland waterway 
would not be limited a a particular region of poe 
but would make available to the great heartland of 
Canada the benefits of ocean and lake transportation. 
We suggest that unless a clear legislative direction 
be given to the Board of Transport Commissioners with 
respect to lake carrier rates, national policy applicable 
to the carriage of goods by water will be completely 
frustrated with particularly harmful effects on the 


economy of Manitoba. 
---Short recess, 


THE CHAIRMAN: Mr. Premier, it might be of 
interest to you to know that you referred to the fact 
that Ontario and Quebec did not take part in the 
appeal, but I think it is of great satisfaction to this 
Commission to know that both Ontario and Quebec are 
making representations to us, and I think for the first 
time in the history of any Commission or any Board 


both provinces 2re meeting with this Commission, and we 
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feel it augurs well for Canadian effort. 

THE WITNESS : I am delighted to hear that, sir. 

MR. MAURO: Q. Mr. Premier, you referred 
to three items which you allege are inequities in the 
present freight rate structure: is there any other factor 
which the Province of Manitoba feels has resulted in in- 
equities in the present rate structure? 

A. There is another consideration which we 
describe under the heading of "Voluntarily Depressed 
Rates": as previously stated the rate-making principle 
utilized by the Board of Transport Commissioners in 
fixing permissive levels of freight rates in Canada has 
been based on the "requirements formula". | Under this 
method the railways. come forward and seek permission to > 
raise the general level of freight rates in order to 
make up a deficiency in their revenue, which deficiency 
they are required by law to establish before any increase 
may be granted. This is somewhat different from the 
practice utilized in the United States, whereby the 
railways are required not only to establish the need but 
also to set out the method on the basis of specific commo 
dity movements, whereby they will attempt to realize 
this increased revenue. 

In Canada when the Canadian railways find that 
the revenue contributions from the various pénusnte of 
traffic produce a total which collectively is insuffi- 
cient to cover operating and overhead costs, the practice 
has been to apply to the Board of Transport Commissioners 
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additional revenue to meet their requirements. This 
increase is calculated by raising virtually all rates by 
a specified percentage. Since the Board of Transport 
Commissioners have not interested themselves in the 
manner in which the railways collect these increased 
revenues, certain rates, first reduced to meet com- 
petition, were. then exempted from the subsequent general 
increases over @ period of years, with the result that 
today they are unduly depressed in relation to the 
general rate level. 

We contend that there exists in the present 
freight rate structure a number of rates which are in 
fact unduly depressed, which do not in fact bear their 
proper share of the fully distributed costs. At pre- 
sent before this Commission a very intensive study is 
being made of LS ae claim that the statutory 
grain rates do not return fully distributed costs. We 
strongly suggest that there are other rates which are 
at the same level or lower than the level of the 
statutory grain rates. We suggest that these rates 
must be Similarly suspect. These suspect rates must 
be distinguished from the statutory grain rates since 
they are not the result of any agreement between the 
Canadian railways and the government or the people of 
Canada. Moreover, there has been no Sace iemned on 


received by the railways for the implementation of these 


rates which can only be categorized as voluntarily eid 


depressed rates. - We, suggest that if the freight rate 
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freight rate level in Canada is to meet its objective of 

permitting the development of all the regions of Canada, 

then it should be such that one portion of the economy 

should not be obliged to contribute a disproportionate 

share to the overhead or fully distributed costs of the 

Canadian railways. 

During the preliminary organizational meeting 


of this Commission in Ottawa on September 18, 1959, 


eounsel for the Province of Manitoba pointed to certain 


rates, other than the statutory rates on grain, which 
would appear suspect in terms of average revenue per 
car mile. 

We would also draw your attention to the fact 
that there are other rates on the movement of grain in 
Canada not covered by the Crow's Nest Pass Agreement which 
are as low as the statutory grain rates but which have 
been voluntarily established by the railways. 

As the Commission is aware, we have requested 
that the railways be required to provide information to us 
and to our transportation Soke redaws which would permit 
us to make a full investigation of particular rates. 

We have requested this information because it is our 
submission that in future before general freight rate 
increases are granted, the Board of Transport Commis- 
sioners should examine the overall rate structure in 
order to determine whether or not various commodity 
movements are in fact making their proper contribution 
to the railways! fully distributed costs. 


Q. W.uat has been the effect of these depressed 
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rates on the balance of the freight rate structure, in 
the opinion of the Province of Manitoba, Mr. Premier? 

A. As the result of the existence of these 
unduly depressed rates, the other traffic is required to 
pay an ever-increasing share of the railways' fully 
distributed enka! 

Q. What of the effect of these unduly de- 
pressed rates in the Province of Manitoba in particular? 

A. In the case of the Province of Manitoba we 
feel that the statistics support our contention that we 
particularly are penalized by the present rate-making 
policy. We would refer in this connection to Schedule 
"D", You will note that this schedule shows a comparison 
of the average freight rate per ton on traffic moving to 
or from Manitoba points with the average freight rate 
per ton on the same commodity elsewhere in Canada and the 
United States. 

With your permission, sir, I do not propose 
to read this entire schedule, but I think it may be 
worth while to point at least to the grand total which 
appears on page 22, 

On page 22, at the end of Schedule "D", you 
will see a grand total which attempts to compare the 
average freight rate per ton on traffic moving to or 
from Manitoba points with the average freight rate per 
ton on the same commodity moving elsewhere in Canada and 
the United States. In the case of Manitoba it is 
$8.32; in the case of Canada, $6.67; in the case of the 


United States, $4.40. So, you will see from that what 
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we allege to be a very substantial burden on the 
shipper of the Province of Manitoba. 
While these figures have not been adjusted 
for length of haul we suggest that they do show that 
the transportation burden bears more heavily on the 
average citizen of the Province of Manitoba than on the 
average citizen of Canada or of the Umited States. 
Attached to this submission and marked as 
Schedule "E" is a bar graph showing the level of 
rates paid on Manitoba traffic compared with Canadian 
averages. These rates have been adjusted for length of 
haul. We submit that this is a further illustration of 
the greater burden on the Manitoba shipper as compared 
with his fellow eitizen in other parts of the country. 
MR. MAURO: I would like that taken in, 
Mr. Chairman, but there is one soenienasie there is an 
item on the right hand side of bine thed Paunahtan mewsnd 
14th bar reads "plywood", and should read "pulpwood". 
THE WITNESS: Mr. Chairman, I submit this is 
a most interesting document. I think, visually, it 
gives you the story we are trying to say in words. You 
will see that this chart purports to show the level of 
rates paid on Manitoba traffic compared with Canadian 
averages adjusted for length of haul. On the eae hand 
side of the median line you will see those items on which 
we receive an advantage. 
THE CHAIRMAN : Mr. Premier, somebody must have 
been doing some homework. 


THE WITNESS: I trust so, sir. 
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MR. SINCLAIR: So do I. 

THE WITNESS: It is our eacnect hope that 
we have provided some food for thought for both the 
members of the Commission and any others who may be 
interested in our proceedings. 

I would like to make a couple of observations 
on this chart, to show the effect on our province here, 

One of the things we are very earnestly trying 
to do is open up our northern country. We have on 
foot a rather ambitious programme to encourage northern 
development for the purpose of making available the 
mineral wealth which we know exists there, and also 
to enable us to make use of a very valuable forest, 
Looking at this chart you will find in the case of 
copper and nickel our rates are 120 perener er above 
the Canadian average. If you look at the case of 
gypsum, it is 100 per cent above the Canadian average. 
If you look at items in connection with forest indus- 
tries, you will find that the same kind of situation 
exists to a lesser degree, Then, for the ordinary 
consumer in the province of Manitoba, we find that 
shipments of lumber, for various types of lumber and 
lumber products, range from 40 to 45 per cent above 
the Canadian average; gasoline 12 per cent above the 
Canadian average; newsprint 80 per cent above the 
Canadian average, and that is extremely Iuportant to 
us. Food products 25 per cent above the Canadian 
average, and in the agricultural industry items like 


fertilizer, 5C per cent above the Canadian average. 
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Again, you can go on to manufactured products and iron 
and steel, which are very important to us here, and 
which are 65 per cent above the Canadian average, and 
so on, 

We submit that this chart gives you in visual 
form the view of the province in respect of our disabili- 
Gilder doupelwd to the rest of Canada when it comes to the 


question of freight. 
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MR. MAURO: Q. Mr. Premier, you have. thus far 
defined national economic policy, the role of transpor- 
tation in the furtherance of that policy, the principal 
inequities in the present freight rate structure and 
their effect on this particular region. I wonder if 
you could offer any recommendation which, in the opinion 
of the Province of Manitoba, might either remove or at 
least tend to alleviate these inequities? 

A. Yes! sir. 

THE CHAIRMAN: This is probably the most im- 
portant part of the whole submission. we are interested, 
of course, in hearing of the problems, but we are par- 
ticularly interested in hearing any suggested solutions 
or recommendations. We may not accept them, but we want 
to hear them, in any event. 

MR. MAURO: Thank you, sir. 

THE WITNESS: Thank you, Mr. Chairman, These 
are being submitted to you in the sincere hope they may 
prove useful to you in what is certainly a most difficult 
and complicated problem which you face. 

We have certain recommendations which are of 
necessity of a specific short-range nature applicable 
to the immediate situation. In some of our other 
recommendations, they are more of a general, long-range 
nature applicable to the future remedial policy. 

MR. MAURO: Q. Firstly, would you deal with 
any recommendations you may have as to horizontal per- 
centage increases? 


A. Later in this submission we will make 
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certain recommendations with respect to relieving the 
financial burdens carried at present by rail shippers. 
Here we are confining ourselves to the question of 
future rate increases based on the present requirements 
formula. There have been numerous alternative methods 
suggested from time to time in both Canada and the United 
States with a view to easing the obvious impact of 
horizontal percentage increases. Various devices are 
presently utilized by the Interstate Commerce Commission 
in the United States and on occasion the Board of 
Transport Commissioners has applied maximums and ex- 
ceptions on specific commodity movements when applying 
rate increases. There are certain inherent weaknesses 
in any alternative plan that attempts to shift rate 
burdens, but it is our submission that an alternative 

is feasible which would more equitably distribute the 
increases required while recognizing the characteristics 
of particular traffic movements, 

Our problem in Canada is to establish a rate basis 
which minimizes the dollar increase on the long naul 
traffic while at the same time ae eee the contri- 
bution from the short haul traffic. The difficulty 
lies in finding the point of balance or diminishing 
returns where the increase results in a greater loss 
by way of diverted traffic than is realized from the 
higher rate. We submit that increases applied by 
way of cents per hundred pounds plus a smaller per- 
centage increase is one possible scheme which is worthy 


of study as a compromise formula. The formula would 
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allow half the revenue to be realized by assessing 

a flat cents per 100 pounds increase while the balance 
would be obtained by a percentage increase. By stay 

of illustration, it has been calculated that the last 
increase granted by the Board of Transport Commissioners 
of seventeen per cent would have been, under our pro- 
posal, one of 3.1 cents per 100 pounds plus 8 per cent. 
Thus a rate which was 20 cents before the increase 
became 23 cents under the seventeen per cent horizontal 
basis. Under the basis proposed here the increase 
would have been 3.1 cents plus 1.6 cents or 25 cents, 
disposing of the fractions. On the other hand, a rate 
of $2.00 under the seventeen per cent horizontal basis 
would become $2.34. Under the formula we are proposing 
this increase would be 3.1 cents plus 16 cents for a 
total of $2.19. 

There are certain modifications in this 
formula which are necessary, in particular on the low 
grade commodities moving at low rates. These modifi- 
cations will be dealt with in detail when our substantive 
submission is made at Ottawa. 

Q. The next item which you mentioned in 
your list of inequities, Mr. Premier, was that of the 
transcontinental rates: what is the recommendation of 
the Province on this matter? 

A. Our submission on transcontinental 
rates is as follows: 

Firstly: The railways should not be permitted 


to select the centres which will be allowed to compete 
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in a given market. 

Secondly: When a competitive rate is pub- 
lished from a more dip téntnpwin’) the intermediate 
point, in this case Manitoba, should be given a rate 
reflecting its geographical location, that is, its 
shorter haul from the point of destination in question. 
When one considers the importance of distance as a 
factor in rate making and particularly in rate ilies ie 
as reflecting the cost of movement, one must conclude 


that such a policy as proposed is the only equitable one 
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Thirdly: Normal relations between shipping 
points to a given market should be generally maintained. 
To illustrate, the rate from Winnipeg to Vancouver, in 
our opinion, should be lower than the rate from Toronto 
to Vancouver on the same commodity. Similarly the 
rate from Winnipeg to Toronto should be lower than the 
rate from Vancouver to Toronto on a given commodity. 

We will, in our substantive submission in 
Ottawa, be presenting additional data in considerable 
detail regarding this matter. At this time we submit 
that the present policy is clearly inequitable in 
relation to intermediate points. This inequity was 
recognized by the Turgeon Royal Commission on 
Transportation, In relation to national economic 
policy and the equitable application of that policy, 
the problem of transcontinental rates requires further 
examination and re-appraisal. 

Q. Mr. Premier, have you any proposal to 
make to this Commission with reference to the regula- 
tion of water rates? 

A. I have. As stated above, the Oreparit 
procedure of the Board of Transport Commissioners tends 
to frustrate national economic policy by permitting 
the lake carriers to minimize the geographical advantage 
of the Province of Manitoba. We recommend as follows: 

Firstly: An amendment to the relevant legisla- 
tion which would require the water carriers to apply 
to the Board of Transport Commissioners and to show 


cause for any proposed increase in water rates and 
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that in such application the rates be established on the 
financial requirements of the water carriers without 
reference to rail rates. 

Secondly: That the through rate on a shipment 
sgavviea by more than one type of carrier should reflect 
the relative rate characteristics of each type of carrier 
to the extent that each has participated in that movement 

It is the submission of the Government of 
Manitoba that if such amendment to the present legisla- 
tion is made it will have the effect of facilitating the 
implementation of national economic policy for the develogp- 
ment of this region and will re-establish the natural 
geographical advantages of the region, 

Q. The last item which you enumerated as 
an inequity, Mr. Premier, was that of voluntarily 
depressed rates. Have you a recommendation to make 
to this Commission as a possible solution? 

A. Pursuant to the recommendation of the 
Turgeon Royal Commission in its report published in 
1951, the Board of Transport Commissioners has 
published what has become known as the "Waybill Analysis" 
which report is based on a one per cent sample of all 
domestic waybills handled by the Canadian railways. 

This document has proved to be most valuable for both 
the railways and shippers in ascertaining various 
informative data regarding the movement by rail of 
commodities within Canada. 

| It has now become obvious that additional 


data are essential if the shippers and the railways are 
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to treat future freight rate adjustments in a construc- 
tive manner. We do not have to emphasize this matter 
since it has been eet at great lemgth before this 
Commission, It has been the submission of the Western 
Provinces that unless a great deal of additional eost 
data are made available to us by the railways, we eannot 
adequately perform our function before this Commission, 

As the Commission is aware, in the United 
States for a number of years, the railroads have been 
required by law to provide Ane to the Interstate Com- 
merce Commission which permits that body to publish 
reports commonly referred to as "Rate Scales" and 
"Burden Studies". These reports enable interested 
parties to assess their contribution to fully distributed 
costs and to compare their position with that of other 
shippers. These studies are of equal value to the 
regulatory agency in fulfilmens of ite duty to ensure 
equitable treatment of all parties. 

With respect to unduly depressed rates, we 
suggest that this Commission recommend that a policy 
similar to that in the United States be instituted in 
Canada. It has become increasingly apparent in 
the preparation of this submission that such data are 
long overdue in Canada. We would recommend, therefore, 
that the necessary legislative amendment be enacted 
directing the railways to supply to the Board of 
Transport Commisgioners cost data in sufficient detail 
to enable the Board to publish annually studies 


similar to the "Burden Study" and "Rate Scales" study 
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of the Interstate Commerce Commission in the United 
States. We realize that all rates cannot by their very 
nature carry identical proportions of fully distributed 
cost but we suggest that the time has now come when a 
policy should be enunciated whereby a certain minimum 
contribution to fully distributed cost should be 
established and that no rates should be permitted to 
fall below that minimum contribution, 

To the extent that these cost studies which we 
are proposing demonstrate that there are rates that are 
below out of pocket cost, we would strongly urge that 
the railways be required, by order of the Board, to remove 
the deficits occasioned by these rates from their appli- 
cations when they apply for rate increases. 

In recent years a good deal of attention has 
been devoted to the important problem of railway pricing 
pike uid in the United States, and the United Kingdon, 
and more recently in Canada. The Province of Manitoba 
in its full submission in Ottawa will be making specific 
proposals on this important subject. 

Q. I would now direct your attention, Mr. 
Premier, to a consideration of Clause (b) of the 
Terms of \Reference , That clause reads as follows: 

"The obligations and limitations imposed 

upon railways by law for reasons of public policy, 
and what can and should be done to ensure a more 
equitable distribution of any burden which may 

be found to result therefrom." 
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1 
obligations and limitations which in the opinion of the 
; Province of Manitoba have been imposed upon railways by 
law for reasons of public policy? 
: A. The first of these, of course, will be 
4 statutory grain rates. we had not intended to discuss 
y the matter of statutory grain rates because in our opinio 
‘ statutory grain rates are not a burden. Further, while 
: these rates were ratified by an Act of Parliament and 
‘6 thus established by law, they were nonetheless the 
Hn result of a bona fide agreement between the Parliament 
12 of Canada and the Canadian Pacific Railway. Under 
13 this agreement the railway received very valuable con- 
1A sideration from the people of Canada. The railways 
is have contended that these rates are the sole inequity 
16 and the sole burden in the present freight rate struc- 


7 ture, As this Commission has decided to investigate 
these rates and in fact to date has received considerable 
evidence on this matter, I shall confine myself to 

20|| 2 short statement as to our position on this question, 
The Government of Manitoba favours retention 
22 of the Crow's Nest Pass grain rates and is strongly 

23 opposed to any changes in this contract which for so 

24|| many years has been a bulwark of the agricultural 

25|| economy of Western Canada. The Government of Manitoba 
%6 is also strongly opposed to the request of the railways 
27| for the payment of a subsidy which would be designated 
28|| @8 a subsidy to the western farmer for the movement 

29] Of grain under these rates. My colleague the Minister 


30] of Agriculture in his submission to this Commission will 
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explain our position more fully. 

Our Government will be dealing substantively 
with this matter as a separate item at the hearings 
in Ottawa, but we wish to reiterate at this time that 
we are strongly opposed to the consideration of the 
question as an item unrelated to the other problems of 
railway transportation in Canada. 

It is our considered opinion that "burden" in 
rea euiass of your terms of reference and "burden" in 
the context of national economic policy is the total 
burden carried by the shippers situated in the various 
regions of this country. In short, it is our opinion 
that the "burden" that this Commission should be con- 
sidering is the total cost to the Manitoba shipper on 
all commodities and not only one particular aspect of 
his;freight bill. We suggest that it is not valid to 
look simply at one aspect, one single factor in that 
freight bill, such as the cost to the farmer in Manitoba 
of moving his grain to export points. We believe that 
the overall freight bill must.be considered and this 
should include the cost to the Manitoba shipper not only 
of shipping his commodities to market, but also the costs 
of bringing in his commodities: his agricultural imple- 
jments, equipment and supplies and his foodstuffs. All * 
of these transportation costs must be taken into con- 
sideration in order to determine whether or not the 
shipper in Manitoba is carrying.a disproportionate share 
of the overall burden related to railway freight traffic. 


In line with our interpretation of clause (b) 
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of the terms of reference of the Commission we are 
confining ourselves, therefore, to a consideration of 
those items which we allege are in fact most burden- 
some to the freight shipper. 

I want to refer, first, to passenger and 
related services. 

In their joint submission to this Commission 
with respect to the grain traffic moving under statutory 
dyed related rates, the railways have pointed out that 
the grain traffic in 1958 represented 32.7 per cent of 
the total ton miles of intra-Canadian traffic and only 
10.5 per cent of the total freight revenue. According 
to our calculations with respect to passenger services, 
in the case of the Canadian Pacific Railway based on 
the 1958 Annual Report, while passenger train miles 
represented 36.7 per cent of total train miles, pas- 
senger revenue represented only 11.9 per cent of total 
rail revenue, According to the 1958 Annual Report of 
the Canadian National Radway spewhile passenger train 
miles represented 36.7 per cent of total train miles, 
passenger revenues represented only 7.2 per cent of 
total rail revenue, We suggest that, if as the railways 
allege, the statutory and related rates on grain are 
imposing an intolerable burden on both the shippers 
amd the railways, then the passenger services are 
creating an equally intolerable burden on the freight 
shippers and the railways. 

The next item that we would draw the Commis- 


sion's attention to as creating a burden on the freight 
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shipper and the railways is that of commuter services. 
There can be no doubt as to the facts which indicate 

that these commuter services do result in substantial 
losses to the Canadian railways. The recent cases 
before the Board of Transport Commissioners concerning 
commutation fares substantially prove that the present 
rates are not even within reach of returning bare out-of- 
pocket costs to the railways. We would also point out in 
the case of commuter services, that while the losses 

are 3 a particular regional nature since the services 
are concentrated in eastern Canada, the effect is to 
impose a burden on the "captive freight traffic", the 
major portion 6c thie én ¢ in the Atlantic Provinces 

and in Western Canada. 

The problem confronting this Commission in 
regard to branch line operations is indeed a most 
difficult one. There ‘can be very little doubt that 
as a result of many operations maintained at present 
on branch lines, the railways are obliged to offer and. 
to. maintain services at less than their out-of-pocket 
eosts with the result that an additional burden is placed 
on the general freight shipper. This problem of branch 
line losses is not a new one; in fact, one can trace 
it almost to the inception of the transcontinental rail 
lines in Canada. Solution of the problem is par- 
ticularly difficult because of the various interests 
involved. There can be no doubt, however, that the 
burden resulting from these operations is particularly 


onerous on the s.uapper. Construction of these branch 
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lines was a decision of. management but the present day 
costs of operating and maintaining them have to be borne 
by the freight eee At a later date, we shall be 
dealing at length with the historical background to 
this problem and shall also deal in detail with the 
situation as we find it today. To illustrate the 
problem, we would refer you to the report of the Duff 
Royal Commission on Transportation, 1931-1932, which 
presented a detailed consideration of this matter, 
MR. MAURO: Mr. Chairman, I am reading 

fro pages 12 and 13 of that Report at paragraph 27: 

"If good sense rie prevailed the executive 
officers of the two systems would in 1923 have 
planned together to meet the transportation 
requirements of the country, and would have 
refused to promote ée permit irrational and 
wasteful competition. Irrational competition 
in branch line construction, and in widely 
varied services, developed and intensified in- 
herently unhealthy operating conditions in the 
Canadian National Railways, incident to owner- 
ship and operation of one unrequired trans- 
dont’ neRnen line. These conditions, with 
the unexpected severity of a long period of 
depression, and consequent reduction in tonnage 
and passengers available for both railways 
have imposed upon the Canadian public, as 
owners of the National System, capital ex- 


penditures and losses of great magnitude, 
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and nave caused anxiety and deep concern to the 
holders of securities of tne Canadian Pacific 
Company." 
We would also refer to page 21, paragraphs 
55. to 595 

"Canadian railway development during tne 
past decade has consisted almost entirely of 
the construction of braneh lines and botn com- 
panies nave followed practically tne same policy. 
Your commissioners have questioned tne represen- 
tatives of botn lines as to justification for 
the construction or acquisition of this addi- 
tional mileage. The explanations given are not 
such as to convince us that this policy has 
been sound or wise. 

"On behalf of tne Canadian Pacific it was 
stated that the Company had been forced to 
anticipate the building of branch lines, the 
construction of wnich might have been deferred 
without injury to the public, and that protective 
lines had had to be projected under a tnreat 
of invasion by the Canadian National. 

"The Canadian National stated that to 
refrain from branch line construction would 
result in the system being deprived of any 
opportunity for reasonable and proper develop- 
ment. Strategic territories, contiguous to 
their main lines, would be entered by their 
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upon the construction of lines not immediately 
required, they defended this policy on the 
ground that to open up new territory in 
anticipation of settlement and immigration, 

and to maintain the company's relative position 
with regard to the rival transport enterprise, 
was in the long run justified. 

"To sum up, it is clear that there was 
intense rivalry between the two systems in new 
territory, particularly in the provinces of 
Saskatchewan and Alberta. The construction 
program of one company was responded to by an 
equal or greater program of construction of 
the other. The development of this territory 
did not meet expectations, and the railways now 
find tnemselves with additional traffic mileage 
and an increased burden of capital charge. 

"It would be fruitless at this stage to 
apportion the blame for the competition in 
branch line construction, but there is no doubt 
as to the disastrous effects of this competition, 
and it is imperative that conditions be imposed 
that will make impossible a repetition of the 
rivalry in the extension of railway mileage that 
marked the period from 1923 to 1931." 

MR. MAURO: Q. Would you go on, please, 

Mr. Premier? 
A. For a statement of the expenditures by 


both railways during this period, 1923-1931, on branch 
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line construction, we would refer the Commission to 
the following table which summarizes data shown on 
page 20 of the report of the Duff Royal Commission: 


BRANCH LINE CONSTRUCTION BY PROVINCES 


1923-1931 

C.N.R. C.. PiwRi. 

$ $ 

Nova Scotia 3,755,699 © " 

Prince Edward Island 367,708 - 
Quebec 9,056,573 3,971, 062 
Ontario 3,413,313 633,486 
Manitoba 9,862, 746 72,225 
Saskatchewan 30,803, 441 38,694,673 
Alberta 8,658,296 18,135,401 
British Columbia 5,210, 854 3,560,441 
Total 71,128,630 65, 067, 288 
Mileage 1,895 2,266 


It is of interest to note that the Royal 
Commission was of the view that: 

"A policy of cooperation would have 

avoided a considerable part of this expenditure, 
probably one-third." 

There have been statements from time to time 
by railway officials that might lead one to conclude 
that all non-profitable branch 11fi@ operations exist 
in Western Canada and all profitable operations are 
in Eastern Canada. There should be no misunderstanding 
as to the location of unremunerative and duplicate branch 


lines, and in tnis connection we would refer the 


ne | has cl aa: : 


| talk) em: jeeneaiaiadl alle eee 
- RRB ReT AE “ abtos® avon 
ae | BOT. TOE | “pasted brant conta a 
SOUTAE TEE C(t 
OA, E9 ele. Ete rae | “obsssa0 
asg.sy ss Y8BB,E  ados bast: 
Eva, 4103. 8E iii £08.08 - | _fieeassiod 18 82, 
FOU.2EL.BL  3QS,820,8 - adredLA 
" Et,082 £ "his os ee 


888,700.23. Of8,8S5.IT ss Igter © 
ads. e081 . bik 7 egseLin , 
: 
fayoh oid deds ston oF Jaotedal Io ef gL a 
:dedd wetv ot Yo sew soteatmmod | ad 
even bivow notisreqoos to yotioq aA" a 
; ; onl 


~eipilbneqxs efad to drag eidetsbleneo 8 beblovs — 
| : " putidd-eno igideatnn 

 smtt of omit mort etoometsta nosd ovat etenT | “a o 
ebulones oF eno beol trig tn tans e@latolTie vewlion yd i 
| gaixe saotteteqs SHEL donexd sideditorq-mon [fs tend th 
218 eroltsuege eldatiiorg [ia bas sbansd mretaew at |, 


<i ~~ 
x 


: : 
ike —_ : ot 
4 ' ee 
4 in asa ' 


* ANGUS, STONEHOUSE & CO. LTD. Roblin, dir 4ohg 
TORONTO. ONTARIO (Mauro ) 


Commission to the text of Professor W. T. Jackman's 
"Critical Analysis of The Canadian Railway Problem" where 
the following statement appears on pages 17 and 18. 
"There is no doubt that there is some ex- 
cessive duplicate and unprofitable branch line 
mileage in the West, but certainly not the major 
portion of the total by any means. That this 
statement is precisely correct can easily be 
seen by noting the location of duplicate branch 
lines which the officers of both companies 
suggested for abandonment at the Senate Committee 
Inquiry of 1938. This mileage is overwhelmingly 
in Ontario and the East. In the west the 
serious branch line duplications are in Manitoba 
and Northern Saskatchewan and are the result of 
a period of intense competition in branch line 
construction between the Canadian Northern and 
the Grand Trunk Pacific." 
Q. In this general connection, Mr. Chairman, 
we have referred to the cross-examination of Mr. C. D. 
Edsforth, Vice-President of the Canadiarr Pacific 
Railway, at the hearings in Ottawa on December 7, 
1959. Quoting from daily volume 12, page 1705, 
where he is being examined by Mr. Frawley towards the 
bottom of the page: 
"Q. Iwas not asking what it would be, I 
say you have deficits on branch lines? 
A. Some of those branch lines will not be 


earning their proper revenue. 
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"Q. How about in Central Canada, you have some 
of the same kind? 
A. At the mom@ént I cannot recall any." 

A. Mr. Chairman, this historical background 
is necessary for consideration of the problem. We 
suggest, however, that very little will be gained from 
a detailed argument on the historical development of the 
present problem or the economic effects thereof. While 
the situation was created by the decisions of railway 
management, a solution requires a cooperative effort on 
the part of both railways and shippers. It has been in 
this spirit that the Province of Manitoba has approached 
| the problem and it is in this spirit that we offer our 
solution, There is in this problem of branch line 
operations a multiple interest. The railways are 
desirous of minimizing their losses occasioned by 
non-compensatory operations. Similarly the freight 
shipper, who in the ultimate analysis must bear the 
costs of any non-compensatory services, has a primary 
interest in seeing that various operations are in fact 
compensatory. From the purely financial viewpoint this 
approach would appear irrefutable but as we have already 
indicated the operation of rail transportation facilities 
in Canada was not predicated solely from the viewpoint 
of railway profit. There is the broader aspect of 


public convenience and necessity. 
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This Commission is faced, therefore, with 
the dual interest of the railways and shippers desiring 
more profitable and efficient operations on the one 
hand and the particular area served by the railways on 
the other hand, desiring to safeguard its economic 
development. It is our considered opinion that any 
solution must have regard to the interests of all par- 
ties: While such a solution will not be completely 
satisfactory to any of the interested groups, it is a 
compromise in the best interests of all. 

Q. Mr. Premier, you have enumerated those 
obligations and limitations which the Province of 
Manitoba contends have resulted in a burden to the 
freight shipper. Has the Province of Manitoba any 
comment as to what can or should be done to ensure a 
more equitable distribution of that burden? 

A. We have a number of suggestions, based 
on each one of those major points, and the first is 
in connection with passenger and related services. 

As to passenger services, in this context 
we wish to distinguish between trunk line operations 
and branch line operations. We are not in a position 
here to define the distinguishing characteristics but 
we are satisfied that the two types of operations in 
fact can be distinguished. With regard to the trunk 
line passenger services, the ideal situation would be 
one wherein the railway passenger service would yield 
sufficient revenue to meet the fully distributed costs 


of providing that service but since the ideal is 
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Son rant ia not attainable, we submit as follows: 

Firstly: That the railways should continue 
to achleve efficiencies by the elimination of duplicate 
services and by whatever other means are available to 
them. 

secondly: As to the actual net losses re- 
sulting from trunk line passenger and related services, 
if such services are deemed to be in the national 
interest, then these losses should be met from the 
federal treasury. These losses for all future purposes, 
and in particular for the purpose of setting freight 
rates, should be removed from the accounts of the 
railways. The "national interest" can be determined 
by the Board of Transport Commissioners. 

Then, in connection with commuter services: 

These losses represent a unique problem that 
must be approached with a view to a particular solution, 
In the United States an attempt is being made by the 
municipalities and the railroads concerned to solve 
this problem on a cooperative basis. A similar ap- 
proach is necessary, we believe, to a solution of the 
es problem. This will require discussion 
between representatives of the municipalities, pro- 
vincial authorities and the railways. The final 
decision, of necessity, must rest on seelisrees uae 
facts in each instance, both regional and fiscal. 
The losses on commuter services should not be a 
burden on the general freight shipper nor on the federal 


treasury. Ac in the case of general passenger 
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services, the ideal situation would be one wherein 
commuter services would yield sufficient revenue to 
meet the fully distributed costs of providing that 
service but on the assumption that the railways are 
unable to impose the necessary level of rates, we 
suggest to the Commission that it recommend as follows: 

Firstly: Unprofitable commuter services 
should either be abandoned upon application by the 
railways to the Board of Transport Commissioners, or 

Secondly: Net losses on such services -- 
which we define as revenue being less than out of pocket 
costs for each particular service -- should be under- 
written by the municipalities affected, and 

Thirdly: That in future the Uniform Classifi- 
cation of Accounts be varied so as to exclude commuter 
service net losses for freight rate-making purposes. 

In this respect, Mr. Chairman, I have an 
interesting quotation which I would like to place on 
the Ko de; it comes from a journal entitled "Canadian 
Transportation" and the article is called "Big Problems: 
Big Possibilities", and it is written by Mr. G. C. 
Campbell, C.N.R. Research Economist, and he uses the 
following words near the bottom of his article, and 
I quote: 

"I predict that if a way could be found for 

the railways and metropolitan authorities to 
work together co-operatively in the planning, 
operation and financial support of comprehen- 


sive commuter services, the benefits to the 
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entire area would be so great that were I to 
estimate an equivalent in dollars, I would be 
accused of gross exaggeration." 


And I am glad to think that there is a meeting of the 


minds. 
THE CHAIRMAN: What date was that issued? 
THE WITNESS: The issue is July, 1959. 
MR. MAURO: Q. Will you carry on, Mr. 
Premier? 


A. Now, I would like to refer to branch 
line operations. Our proposed scheme, which we have 
entitled "Branch Line Trackage Maintenance Fund" 

would be established and operated in a manner similar 
to the present East-West Bridge Subsidy scheme. The 
Fund would be operated by the Board of Transport 
Commissioners. The railways would apply in the usual 
manner for abandonment of branch lines and would submit 
relevant cost data. The Board would determine whether 
or not the particular branch line operation was in fact 
in the public interest. I emphasize that point. Ve 9 
the Board's decision was negative, the abandonment 

of the line would be ordered. If the Board's decision 
was in the affirmative, the losses experienced would 

be segregated from the general revenue statement of 

the railway and the Board would reimburse the railway 
annually in an gmount equal to the cost of maintaining 
the trackage of the branch line so determined to have 
veen in the public interest. The railway would be 


required to re-apply each year, thus allowing a proper 
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check on its maintenance expenditures and also permitting 
the Board to determine whether iin operation was still 
in the national interest. Annual application by the 
railways to the Board would also permit interested 
parties to inquire as to the continued efficiency of the 
particular operation, The amounts so received by the 
railway from the Branch Line Trackage Maintenance Fund 
would be applied, as in the case of the present Bridge 
Subsidy, to a reduction in the relative level of freight 
rates. 

Now, I would like to expand slightly on that 
idea, if I may, peice under this proposal the railways 
would, as they do now, compare the révenue and expenses 
of each branch line on their system.Wherever they come 
to the conclusion that a particular branch line was 
returning insufficient cp ubuiel as cover the cost of 
operation they would apply to the Board of Transport 
Commissioners for permission to abandon that line. . 

The Board of Transport Commissioners would 
examine the railways' cost and revenue figures to 
satisfy itself that the operation was in fact un- 
profitable. If it was found to be so, the Board of 
Transport Commissioners would then determine whether 
it was necessary or desirable in the public interest 
to maintain the operation, and I suggest that in 
many instances they would decide that it is in the 
public interest to maintain that operation, If the 
Board then concluded that the line did not serve the 


public interest it would authorize the abandonment, 
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If on the other hand the Board found the operation did 
serve the public interest despite the established losses, 
it would order an annual payment from the public 
treasury in an amount equal to the cost of maintaining 
the"Trackage" of the branch line under investigation. 
The term "Trackage" is used here in the same context 

as that in Section 468 of the Railway Act. 

The money received by the railways from the 
Branch Line Mintenance Fund is to be applied to a 
reduction in the level of non-competitive rates applying 
between all stations in Canada in the same manner as 
that presently in force under the $20 million subsidy. 

I would point out that the payments from 
this Fund would not be applied as a direct subsidy to 
the railways but would be applied to a reduction in the 
relative level of the rates on the class and non- 
competitive commodity traffic, the so-called captive 
traffic. The benefit of this assistance would be 
received by the shippers in the form of a direct re- 
duction in their total freight bill. 

Under Section 468 of the Railway Act a maximum 
amount of $7,000,000 annually has been provided as the 
fund which will be dispersed by the Board to the railways 
for the annual cost of maintaining the trackage between 
Sudbury and Fort William in the case of the Canadian 
Pacific and between Capreol and Fort William and 
between Cochrane and Armstrong on the Canadian National 
transcontinental lines. We are advised that this 


sum of $7,000,000 was arrived at as a reasonable estimate 
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of the maintenance cost of this trackage at the time of 
the Turgeon Royal Commission's recommendations on this 
matter in 1951. We are of the view that a sitet tas 
estimate should be made in the present case to establish 
the pare annual payment by the federal treasury into 
the Branch Line Trackage Maintenance Fund. Unfortu- 
nately we do not have the relevant information that 
would enable us to make the estimate. This lack of 
information underlines the importance of having available 
adequate data on branch line trackage and maintenance 
costs. However, when a reasonable estimate of branch 
line trackage annual maintenance costs has been 
determined, the maximum amount of the federal govern- 
ment's annual contribution to a fund could be stipulated 
in the applicable legislation. | 

THE CHAIRMAN: That is very interesting, Mr. 
Maure, whether_or_not we accept_the suggestion. In any 
event, it indicates some of the medicine which ycu think 
should be given to the patient to try to bring about a 
cure, | 

THE WITNESS: We appreciate that this is 
probably one of the most difficult aspects of the 
problem that you face, and we have attempted to provide 
a solution which might strike some as being constructive 
in this province. We feel it is one that certainly 
has to be faced. 

MR. MAURO: I was wondering, Mr. Chairman, 
whether the Geunlapionite going to sit until twelve, or 


would you desire to sit later? 
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THE CHAIRMAN: It is almost twelve now 
and we are making good progress, and I think that we 


might adjourn now until this afternoon. 


---Luncheon adjournment. 
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---On resuming at 2.00 a.m. 


THE CHAIRMAN: All right, gentlemen, we will 
come to order, please. I think, Mr. Mauro, it would be 
fair if I warmed counsel that after the Premier is 
finished I think questions should be asked of him first 
by Mr. Dickson and then by provincial counsel and then 
have the railways ask questions last. I am sure a 
McDonald and Mr. Sinclair would have some questions to. 
ask. 

MR. SINCLAIR: I would think so, Mr. Chairman, 
and as it pleases the Comission. 

THE CHAIRMAN: Then, Mr. Mauro, you may have 
some re-examination. 

Might I ask one other thing: I have never been 
the first minister of a province, but I know something 
of the duties of a minister cf the Crown. Now, in 
Ottawa there has been cay ye to your Ottawa case: 
do you propose calling there witnesses to support some 
of the figures you have given? 

MR. MAURO: The complete case, Mr. Chairman. 
The purpose in our presenting this somewhat extensive 
symopsis of Manitoba's position was, again, ina 
spirit of cooperation to advise my learned friends 
cousel for the other provinces and my learned friends 
counsel for the railways the general approach, including 
fairly detailed recommendations from the Province of 
Manitoba which will form our substantive case in Ottawa. 
Needless to say, the honourable first minister is not 


putting in our expert case. We will call experts in 
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Ottawa to substantiate every aspect of this submission. 
i THE CHAIRMAN: And that will be subject to 

cross-examination? 

MR. MAURO: Yes, that will be subject to 
cross-examination, On one point, Dr. Morton, whom 
we Anticipate calling tomorrow, is, in fact, being 
called as an expert witness on this historical aspect. 

THE CHAIRMAN: Well, he can be cross-examined. 

MR. MAURO: Yes, here; that is a different 
approach entirely. 

Q. Mr. Premier, we discussed terms (a) and 
(b) of the specific terms of reference of this Commis- 
sion, and I would ask you now, sir, to turn to a 
consideration of Clause (c) of the terms of reference, 
which reads, "The possibilities of achieving more 
economical and efficient railway transportation." And 
I would ask if the Province of Manitoba has any comments 
to make under that portion of the terms of ppc 

A. We have an observation to offer, Mr. 
Chairman. In the postwar period, as the Commission 
is aware, the transportation field in North America 
has undergone great change. Attention has been 
directed to the importance of economical and efficient 
railway operations, and the Canadian railways, in 
common with the railroads in the United States, have 
undertaken a large capital investment programme in 
order to modernize and improve their ssi i and services 
to meet the changing requirements of the time. 


Efficiency in rail operations is a field which 
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lies beyond the competence of laymen. It is not the 
purpose of the Government of Manitoba critically to 
direct the railways as to how they should operate their 
systems. Our intention rather is to suggest that the 
existing situation should be analysed constructively, 
to see whether in fact the direction which is being 
followed by the railways might be varied or improved 
with a view to achieving a higher degree of efficiency. 

THE CHAIRMAN: I understand there is no 
question you claim that efficient rail service is 
essential to Manitoba? 

THE WITNESS: Yes, sir, we do think that. 

THE CHAIRMAN: And there is no complaint 
about the present service as such? 

THE WITNESS: Well, the particular point we 
are going to develop here is to direct attention to 
the money that is being spent in endeavours to achieve 
efficiency, and merely suggest that these are matters 
which we pay for as freight users, and, therefore, we 
are most interested in being assured they are spent in 
proper ways. 

We would expect that at the hearings in 
Ottawa at a later date the railways will present 
statistical data supporting their claim that increased 
efficiency has resulted from the very heavy expenditures 
which they have made in recent years. On May 1, 1953, 
on the occasion of an appeal to the Governor in Council 
in the 7% freight rates case, the Provinces noted with 


concern the very heavy outlays by the railways in recent 
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years for maintenance of way, equipment, etc., which 
the railways alleged were required for improvement and 
modernization of plant and which they contended would 
eventually result in more efficient services. 

MR. MAURO: At that time, Mr. Chairman, the 
provinces stated as follows: 

"The Petitioners have consistently urged 
upon the Board that increases in expendi- 
tures have been excessive as the follow- 
ing table demonstrates: 


Canadian Pacific Railway 
(in millions of dollars) 


1939 1946 1948 


$ $ $ 

Maintenance of way 
and structures 19.501 50.493 68.367 
Maintenance of 
equipment 28.801 “69.7199 “72.526 
Transportation 54.730 117.898 154.069 
Traffic 7.066 6,406  TL760 
Miscellaneous 

operations 2.262 738802 «7.620 
General 6.160 12.901 15.842 


$118.520 $254.777$326.178 $430.809 


"It is respectfully submitted that the 
figures in this table cannot be lightly dismissed 
but must have the full consideration of Your 
Excellency in Council. We say this in light 
of the fact that freight revenues must carry the 


load. It is admitted that passenger traffic is 
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maintained at a loss to the railways. Freight 

revenues, therefore, must bear the cost and in 

this respect your petitioners would respectfully 

urge three considerations: 

(a) From 1939 to 1953, while the miles of 
railroad operated by Canadian Pacific Railway 
decreased slightly, maintenance figures 
have Rly Sheed from $48,000,000.00 to 
$197,000,000.00 for the yardstick company. 
Making all allowances for adequate maintenance, 
increased material and labour costs and volume 
of traffic, it is difficult to see why mainten- 
ance costs snould have increased from 
$48,000,000.00 to $197,000,000.00. The 
ratio of maintenance expenses charged in 1953 
as compared with 1939 is 4.1 to l. 

(bo) The railways have told us of some 
of the technological advances they have 
adopted. We know of dieselization, insul 
brick, machines used on maintenance of way and 
others, but we suggest there is not reflected 
in the figures given in this table the 
savings which technological advance should 
represent. This is further urged in 
later argument, but the point is here made 
that either the savings are not reflected 
or they are imminent and the freight payer, 
in the freight rates fixed for the future, 


will not receive the benefit of them." 
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As For the years 1953 to 1958. 


LOGS (in LIE s)} 1955, 3252956 5a95% 1958 
$ $ $ $ $ $ 


Maintenance 
of way and 
structures 90,461 70.347, T6.761 85.269 86.375 


Maintenance 
of equip- 
ment 101.731 89.588 92.484 103.597 98.966 


Transpor- 
tation 184,861 172.264 173.961 190.022 178.414 


Traffic hOveS1, 10.002. 10.781..11.236 l2.eke 


Miscel- 
laneous 


Operations BapOOir 8.228 9.093 9.707... 9.135 
General 25.052 25.790 26.828 30.455 32.654 


SESE EES SEEN 0 CERNE | SEE 


420.766 376.219 383.928 430.286 417.786 


RR EE ERTS EERE NEE Ie 


Source: Canadian Pacific Railway Annual Reports. 


This is a total expenditure of a figure, not 
in the brief, for the period 1953 to 1958 of $2,433,530.00 

We believe that the magnitude of these outlays 
and they are very great makes it imperative that the 
railways should present full information on the results 
of their very costly improvement programme in the postwar 
period. 

For example, we should like to direct your atten 
tion to the following statistics for the Canadian Pacific 


Railway for the years 1948 and 1958: 
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1948 1958 
Locomotive Miles (in 000's) 77,329 53,586 
Number of Locomotives 1,831 1,730 
Miles per Locomotive 42,333 30,974 
Freight Car Miles (loaded) 
(in 000's) 886,526 856, 037 
Number of Freight Cars 
(less vans) 74,917 80,545 
Miles per Freight Car 11,833 10,628 


Gross Ton Miles 
(Freight & Passengers ) 70,054,408 69,528,701 
(in 000's ) 


Number of Operating 
Employees Tos270 70,817 


Gross Ton Miles per 
Employee 931,872 981,808 


(Source: All statistics obtained from Annual Reports 

of Canadian Pacific Railway or publications 

of Dominion Bureau of Statistics) 

Q. Mr. Premier, does the Province of Manitoba 
place any particular interpretation on the these figures? 

A. These figures are not submitted as proof 
of declining efficiency; rather they aré advanced to 
indicate the need for complete information on the 
efficiencies attained from the large outlays for im- 
provement and modernization of the railway systems. 

We would re-emphasize that our interest in 
this important matter should not be interpreted as an 
attempt to substitute our judgment for that of rail 
management. Our interest arises from the fact that 
these large expenditures, under the present "require- 


ments formula” have to be borne by the freight 
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shippers and we submit that it is our duty to seek infor- 
‘mation on the results achieved from these expenditures, 

In any consideration of the problem of decrease 
unit utilization of rolling stock, numerous matters must 
be appraised. Among these are the problem of terminal 
delays, the question of whether or not present demurrage 
rules have become outdated, the need for new and improved 
passing tracks in conjunction with Centralized Traffic 
Control, and the question of whether or not the present 
minimum weight requirements require revision. These 
are problems which are not unique to the Canadian scene, 
but are problems which face railways in various parts of 
the world. All of these matters have to be fully con- 
sidered before a solution can be defined. At this time, 
we only wish to point out that in our opinion there is 
a need for continuing efficiencies in the operation of 
Canadian railways and that the situation requires re- 
appraisal. 

The Province of Manrbeba is also interested 
in what action has been taken by the railways under the 
provisions of the Canadian National-Canadian Pacific Act, 
1933. The principal objective of this legislation is 
to enable the railways through cooperative measures to 
effect economies. Be 

MR. MAURO: Q. The objective of that Act, 
which appears in Chapter 33 of the Statutes of Canada, 
1932-33, Mr. Chairman, is clearly set forth in Section 
16(1) where the section reads: 


"The National Company. . . and the Pacific 
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Company .. . are, for the purposes of effecting 

economies and providing for more remunerative 

operation directed to attempt forthwith to 

agree and continuously to endeavour to agree, and 

they respectively are, for and on behalf as 

aforesaid, authorized to agree, upon such co- 

operative measures, plans and arrangements as 

are fair and reasonable and best adapted (with 

due regard to the equitable distribution of 

burden and advantage as between them) to effect 

such purposes." 
They are further directed that whenever they do so agree 
they shall endeavour to provide through negotiations 
with representatives of the employees so affected as 
part of such measure, plan or arrangement, or otherwise, 
for a fair and reasonable apportionment as between the 
employees of the Canadian National Railways and the 
Canadian Pacific Railway respectively of such employ- 
ment. 

A. In 1949 during the Turgeon Commission 
hearings certain information on joint cooperative pro- 
jects for the period 1933 to 1949 was tabled; this infor- 
mation appears as Appendix "A" at pages 224 to 227 of 
the report. We have requested both railways that 
they advise us as to what action has been taken since 
that date under the Act. The railways have advised 
that they are unable at this time to prepare the 
information but that it would be forthcoming. Ata 


later date when this information has been received we 
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will have further comments to make on this particular 
matter. 

THE CHAIRMAN: I may say that the Commission 
has sought it too, 

MR. MAURO: Q. ‘The next reference is (da), 
and it reads: 

"Whether, and to what extent, the Railway 

Act should specify what assets and earnings of 

railway companies in businesses and investments 

other than railways should be taken into account 
in establishing freight rates." 
Does the Province of Manitoba desire to make any sub- 
mission on this phase of the inquiry? 

A. Yés, ‘sir. The Government of Manitoba is of 
the view that the allocation of the railway companies! 
income between "rail" and "non-rail" in the determina- 
tion of financial requirements for rate-making purposes 
is not in accord with the historical factors pertaining 
to the creation of our railway systems. 

We wish in particular to direct the Commission's 
attention to the non-rail assets and earnings of the 
Canadian Pacific Railway. It hua submission that th 
Canadian Pacific Railway Company cannot properly be 
regarded as a dual corporation; that, although the 
Parliament of Canada in the enactment of incorporation 
and in the subsequent supplementary enactments gave to 
the Canadian Pacific Railway wide powers and privileges, 
the Company was formed in 1881 to accomplish a specific 


objective, to complete and operate the Pacific railway. 


| ne ai )T heer ee) 
(>) af samerote, txen edt 8. | SORUAN. ,. mee te 


| YewLtsh ocd .Jnedxo Sanhe ot brp rr See 


10 spataxse. £ 8 avesas tarlw Ulosge Dison, toa 


4 hae : a] 
Stromtesvat bas @ anuson dered od aeinsqmon cowl tee ‘4 ee 


Inwooos odmt NING? ed bivota ayewLtes meds andes er 


A ‘ eh a) 
7 \ si 
-29 


ote tigtert salsaildadas ob 


: kant ist 
ot ottash sdotine to sontvord edd neeg? 


~GiR VNB sao 


Tyrtupat ont to ensig etdd no ) noteate 


, 


“Fo et KICT Las to JaemAYS VOR ont . .nke- sev an lee ir. 


‘eelnegmos yewiles silt to aotteoolls ant Jadd wety ead 


~animretoeb act a} iteameon" bas "fies" aeeuted snoont | 


asRogiug efitalan~ oder 10% gtromettuped islonsat? te-notee § 
: - cy 
| aninisiazeg arovoel Isolvotain ant ddtw bucoos mt vou ak 


-Suaseye Gawlter wo te molisexs ent od > 


8 ‘goteetemod ont Joorkb o} "Sinolicag oi Selby ow 


Sa7 to egeters 39 bas adeses Lts1-n0n ont od aotiaedsa | ih 


‘$n jeans nolastndus tuo. al “ST Cam tas ofttesd astbaned. 


; E od ylreqotg FORMBS YARQUOD yenLten otnhonl nethensd | 
. ‘esd dasodt is tant. ‘oLtsrogros Lawb. & ae. ene he a 
Hd motgarogrooat 20, tas Mitten ons ak shaded to, a | 
= + Ot veg ainendo ane vrstasme Lqgue a 


; iF 
| eegettvicg bra erewod obiw austen i cate, 


>. 


| “otttoega 8 datignosos oF LOBE mt bewro? esw —_ 


a 
is 


wT 
» . 


aniline: sided nal cies 


“ ANGUS, STONEHOUSE & CO. LTD. Roblin, dir 4270 
TORONTO. ONTARIO (Mauro ) 


We submit also that the allocation of require- 
ments between rail and non-rail income does not provide 
a proper guide for the determination of the financial 
requirements of the Canadian Pacific Railway for rate- 
making purposes, 

The Canadian Pacific Railway Company was 
established as an instrument of national policy. The 
contract between the Company and the Government of 
Canada dated October 21, 1880, set forth the mutual 
obligations, 

MR. MAURO: The charter, Mr. Chairman, in- 
corporating the Canadian Pacific Railway, Statutes 
of Canada, appears in 44 Victoria, 1881, Chapter 1 
Section 3, and it reads: 

"Upon the organization of the said Company, 
and the deposit by them with the Government of one 
million dollars in cash or securities approved 
by the Government, for the purpose in the said 
contract provided, and in consideration of the 
completion and perpetual and effieient operation 
of the railway by the said company, as stipulated 
in the aa contract, the Government may grant 
to the company a subsidy of twenty-five 
million dollars in money, and twenty-five 
million acres of land, to be paid and conveyed 
to the company in the manner and proportions, 
and upon the terms and conditions agreed 
upon in the said contract and may also grant 


to the company the land for right of way, 
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stations and other purposes, and such other 
sei ndastes as are provided for in the said 
contract." 

THE WITNESS: In consideration of the 
Jens ka accepted by the Company, the Government 
granted to the Company a cash subsidy of $25,000,000, 
and 25,000,000 acres of land, with additional lands for 
rights of way and structures. The Government also 
transferred to the Company those portions of the line 
which it had built through northern Ontario from Fort 
William to the Red River and from Kamloops to Port 
Moody in British Columbia; this completed line of 713 
miles was later valued at $37,785,320. In addition, 
the Company also received valuable duty and tax exemp- 
tions and certain exclusive territorial rights under what 
was known as the "monopoly clause". 

We would direct the Commission's attention to 
the fact that the 25,000,000 acres of land received by 
the Company from the Government of Canada were located 
entirely in Western Canada. The territorial monopoly 
granted to the Company by the Government of Canada 
whereby the construction of other railway lines between 
the main lines of the Canadian Pacific Railway south 
to the United States border would not be allowed was also 
restricted to Western Canada. 

The Province of Manitoba submits that the 
Parliament of Canada when it established the Canadian 


Pacific Railway Company envisioned a corporate entity and 


not a corporation with a dual purpose and with a segrega- 
tion of assets between the rail enterprise and the various 
subsidiary enterprises. 
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At no time since 1881 has Parliament rejected 
or revised its original view of the Canadian Pacific 
Railway as a corporate entity. The Company's Charter 
has been revised over the years but none of the amend- 
ments have established new purposes or have altered 
the original objective. The wording of the various 
statutes amending the charter make it clear that Parlia- 
ment had no intention that the Company might exercise 
its additional powers as ends in themselves or for pur- 
poses divorced from the objective for which the Company 
was originally formed. Parliament defined the purposes 
of the Canadian Pacific Railway Company in 1881 and it 
has been the intent of Parliament, as stated in the 
amending statutes, that the additional powers granted 
to the Company si | be exercised only as they would 
contribute to these purposes. The Government of 
Manitoba therefore submits that the division of income 
of the Canadian Pacific Railway into "rail income" 
and "non-rail income" is not a proper division and 
that such segregation has never been the intent of the 
Parliament of Canada. 

We would draw the attention of the Commission 
at this time to the following list of companies con- 
trolled by the Canadian Pacific Railway Company as 


shown in that Company's 1958 Annual Report. 
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Controlled Companies 
Transportation: 


Canadian Pacific Airlines Limited 

Canadian Pacific Express 

Canadian Pacific Steamships Limited 

Canadian Pacific Transport Company Limited 

Smith Transport Limited 

Smithsons Holdings Limited 

Aroostock Valley Rai]Jroad Company 

Central Terminal Railway Company 

Duluth South Shore and Atlantic Railroad Company 

Island Freight Service Limited 

Minneapolis, St. Paul and Sault Ste. Marie 
Railroad Company 

Wisconsin Central Railroad Company 

Quebec Central Transportation Company 


Other: 


The Consolidated Mining and Smelting Company 
of Canada Limited 

The Alberta Stock Yards Company Limited 

Canadian Pacific Oil and Gas Limited 

Lethbridge Colleries Limited 

Midland Simcoe Elevator Company Limited 

The New Brunswick Cold Storage Company Limited 

The Scottish Trust Company 


In addition to the above the Canadian Pacific 
Communications Department and Canadian Pacific Hotels 
Department are operated as a part of the Canadian 
Pacific Railway Company. 

Other Companies 
The Canadian Pacific Car and Passenger Transfer 

Company Limited 
Northern Alberta Railways Company 
The Pennsylvania Ontario Transportation Company 
The Public Markets Limited 
The Shawinigan Falls Terminal Railway Company 
The Toronto Hamilton and Buffalo Railway Company 
The Toronto Terminals Railway Company 
Vancouver Hotel Company Limited. 

We wish to refer briefly to the activities of 
a few of the controlled companies. Canadian Pacific 


Oil and Gas Limited holds mineral rights to extensive 


acreage acquired by purchase from the Canadian Pacific 
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Railway Company. We would also point out that in 
the case of the controlled companies in the field of 
transportation, for example, Canadian Pacific Transport 
Company Limited, Smith Transport Limited and Canadian 
Pacific Airlines Limited, the railway company is in 
fact in competition with these controlled companies 
bonton are engaged in the transportation of commodities 
and people. 

MR. MAURO: I may say, Mr. Chairman, that 
the effect of this competition on the parent company 
was stated as follows by the Provinces in the submis- 
sion to the Governor in Council on May 1, 1953. A 
am quoting from page 6 of that submission: 

"The Canadian Pacific has a wholly owned 
subsidiary known as Canadian Pacific Transport. 
Canadian Pacific Transport has a wholly owned 
subsidiary known a Dench Transport. The 
Canadian Pacific has a wholly owned subsidiary, 
Canadian Pacific Air Lines; (see the evidence 
of Mr. Crump, Vol. 91l,pages 165 and Bucking- 
ham Vol. 914, page 429). These agencies are 
competing with the railways and these 
agencies are profitable (see evidence of 
Messrs. Crump and Buckingham). They transport 
freight and express and passengers and mail. 
Indirectly, by diverting all this traffic 
from the railway, these enterprises contri- 
bute to the deficit in passenger traffic and 


contribute to a lessening of the volume of 
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freight and express traffic. That is to say, 
the parent body itself, which is the yardstick 
road and before the Board seeking relief by way 
of increased freight rates, has provided com- 
peting agencies to the railway as a carrier 
of freight, express and passengers." 

THE WITNESS: We would point out that since 
1953 Canadian Pacific Railway has obtained control of 
Smith Transport Limited, one of the largest highway 
trucking companies in Canada. 

For 1958 the Canadian Pacific Railway received 
in dividends from its holdings in other companies 
$7,943, 339. In addition to the income received from 
holdings in other companies the Canadian Pacific Railway 
in its annual report for 1958 shows the following amounts 
as other income before income taxes: 

Net earnings from steamships $ 1,212,571 
Net earnings from hotel, com- 

munication and other proper- 

ties $ 481,393 
Net income from petroleum rents, 

royalties, reservation fees, 
and land rents $ 6,828,123 
Net income from interest, 

separately operated properties 
and miscellaneous sources $ 3,808,428 

The Government of Manitoba, for the reasons 
we have advanced, therefore recommends that: 

Firstly: The Commission undertake a full 
examination of the non-rail assets and earnings of the 


Canadian railways. 


Secondly: The present Classification of 
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Accounts be revised in order that effect be given to 
the clear intention of the Parliament of Canada in 1880 
as evidenced by contract and statute. 

Thirdly: The various transportation agencies 
owned by the companies and not now considered as 
"rail" be re-examined with a view to re-classifying 
such agencies, 

MR. MAURO: Q. Mr. Premier, you have dealt 
with terms of reference (a), (b), (c) and (d) in the 
Order in Council establishing this Commission. There 
was one final paragraph in that Order in Council, namely 
paragraph (e), which reads as follows: 

"Such other related matters as the 

Commissioners consider pertinent or relevant 
to the specific or general scope of the 
inquiry." 

I would ask you whether or not the Province 
of Manitoba wishes to make a submission to this Commis- 
sion on this aspect of the terms of reference? 

A. Under this clause the Province of 
Manitoba may wish, at a later date, to direct the 
attention of the Commission to a number of other matters. 
At this time, however, we limit ourselves to a considera- 
tion of the need for examining the role of existing 
regulatory agencies in the administration of national 
transportation policy. 

We suggest that perhaps the time is now 
opportune for a critical re-appraisal of the federal 


government's administrative agencies in the field of 
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national transportation. When one considers the very 
large sums of money which are expended annually by 

the federal government on transportation matters, the 
importance of efficient administration becomes readily 
apparent. And I would like here just to refer again, 
sir, to the report that was tabled at Exhibit 94, 
referring to the expenditure in 1958 of some $220 
million by the Government of Canada in matters of this 
sort. 

There exist at present a number of agencies 
and departments of government which administer particular 
aspects of transportation by rail, water, air and pipe- 
lines, These agencies are: The Board of Transport 
Commissioners, the National Harbours Board, the Canadian 
Maritime Commission, the Air Transport Board, the 
National Energy Board. The Department of Transport 
has jurisdiction over a@ number of matters and the 
federal interest in highway construction is administered 
by the Department of Public Works in the case of the 
Trans-Canada Highway and the Department of Northern 
Affairs and National Resources in the case of Roads to 
Resources. In addition, the federal government's 
jurisdiction with respect to interprovincial transporta- 
tion by highways is exercised by the ten provincial 
authorities, 

This multiplicity of administrative agencies 
has resulted in the fragmentation of national policy and 
has increased the difficulty of implementing a consistent 


plan where the role of specific aspects is properly 
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assessed from the standpoint of the overall policy. 

The very volume of specific problems constantly before 
present administrative bodies makes it impossible for 
them to undertake the necessary research with a view 
to future development. Rather they are obliged, by 
time and complexity, to deal with immediate regulatory 
problems. In short, our present system can only deal 
with problems after they arise, rather than consider 
policies which might either bevophniy such difficulties 
or deal with them before the damage is such as to demand 
regulatory redress. 

This problem of coordinating administrative 
agencies has received study both in Canada and in the 
United States. 

MR. MAURO: The problem in the United States, 
Mr. Chairman, has been set forth as follows in a study 
on"National Transportation Policy"by Charles L. Dearing 
and Wilfred Owen which was prepared in 1949 for the 
Brookings Institution in Washington. 

I am reading from page 384: 

"Students of Government relations to 

transportation have often pointed out a 
defect in our system of regulation, and 

that is the absence of any sufficient pro- 
vision for planning and prevention, Regula- 
tion is essentially a means of curing evils 
after they arise. It he be better, of 
course, if they could be prevented in advance. 


There is need for foresight -- for consideration 
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ee 


and comprehension of tendencies and trends and 
where they are leading, in order that those 
that are desirable may be encouraged and those 
that are undesirable discouraged. 

"Anyone who has served on the Commission 
knows that it is not well adapted to such work. 
Its functions are performed under quasi-judicial 
procedure’, its attention is occupied with 
specific cases which must be decided. It has 
little time for thougnt and research on broad 
lines. It is difficult for commissioners to 
confer with parties on controversial issues, 
without constant need of protecting their own 
position in the event that they are called upon 
to play the part of judges in actual litigation. 
Planning and prevention are not matters which 
can well be nandled at off times or as side 
issues, They require single-minded, con- 
centrated attention." 

And, then, at page 407 of the same work: 

"For these reasons the creation of a 
national Transport Regulatory Commission would 
be required to administer a revised program of 
public regulation applicable to all forms of 
transportation. The keystone of this regula- 
tory system would be regulation of competitive 
rates, operating rights, and structural organiza- 
tion of individual eke The basic purpose of 


such regulation would be to prescribe the 
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standards of rate and service competition that 
would assure the economic allocation of traffic 
among the several forms of transportation, and 
to guarantee impartiality in the granting and 
denial of operating privileges to individual 
firms. The Commission would, of course, 
retain the accounting, reporting, cost 

finding and other ancillary functions 

essential to the effective discharge of its 
major regulatory duties." 

That represents the consensus of opinion 
under the situation existing in the United States, Mr. 
Chairman. The situation here in Canada, of course, is 
different, but it received some consideration by the 
Turgeon Commission in 1949, In that report, at pages 
279 and 280, under the heading r Raabarinali oer 
Control": 

"It is true the Parliament's lack of 
jurisdiction over intra-provincial transpor- 
tation presents a major obstacle to the full 
attainment of this most desirable object. It 
is of course permitted to hope that the pro- 
vineces will some day agree to cooperate with 
the Federal authority in the carrying out of 
a common policy of coordination. Until 
that day comes, however, there is no reason why 
Parliament should not proceed as far as its 
authority extends towards the establishment of 


a national transportation system functioning 
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under the control and regulation of an efficient 

supervisory board. The several means of 

transportation -- railways, waterway, airways, 

(highways), and now pipe lines -- are distinct 

agencies that are inseparably inter-related. 

They should be so regulated as to serve not 

only individually but collectively in meeting 

thencountry's neédseivwo.y. 

"All this leads to the question whether the 
policy of close coordination and central control 
to which Parliament seemed inclined to commit 
itself in the Transport Act of 1938, should 
not be invoked weee again with the view to 
its extension rather than to its restriction 
which has been the trend of more recent enact- 
ments. If this policy of 1938 can be revised 
and made effective it should properly have its 
beginning in the establishment of a strong 
control organism capable of taking the task 
in hand. Today there are three separate 
bodies, each charged with the control (a more 
or less extensive control in each case) of a 
part of Canada's transportation system. 

They are the Board of Transport Commissioners, 
the Air Transport Board and the Canadian Mari- 
time Commission. It must be difficult, with 
this dispersion of control, to apply to all of 
Canada's transportation agencies like principles 
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common purpose, viz that of enabling each 
agency to perform its service advantageously 
and properly as part of a national transporta- 
tion structure, The tendency of a separate 
independent body is to formulate policy 
affecting transportation without regard to 

the relationship of the various agencies to 
each other, This anomaly should give way to 
‘the constitution of a Central Authority which 
will be able to take in hand the major task 

of coordinated control, having at its disposal 
all the benefit acquired from the experience of 
the separate bodies in recent years. 

"The adoption of this policy would 
bring together the three above named bodies, 
reorganized and united and devoted henceforth 
to the pursuit of a well planned policy for 
the coordination and regulation of trans- 
portation." 

THE WITNESS: Since that time we have seen 
the rapid development of highway transportation, the 
opening of the St. Lawrence Seaway, and the completion 
of a network of pipelines across the nation. It is 
our submission that the need for coordination and 
unification of direction is more iit g today than 
at the time of the above report. 

Subsequent to the report of the Turgeon Royal 
Commission, the Royal Commission on Canada's Economic 


Prospects also examined the question of coordination 


cee ne ae an tet pat eet etic — 


| 
| : 


7992 Sve Sw omls tadd sonte :2eeuTlw ser 


noitelemos ont brig eewsee sonsiwsl .372 ent to anineao |. 


- glmonood is * alicia ile are 1 
- nOLSankbrooo to soLinenp edi: 


ose. gakidsns kom sari & 


ylasosagndnsvbs een adi 4 


~SITIGBARTS Lenobd sti 8 _ snaq 


od brsner duoddtw nordedeatldinge one 
oy eelonegs ewotrav ons to. qtnssetveten oct 


o3 yaw ovis bivone yismons: abd? ce rae 


Jest nobsm sat baad mt ened ot efds ed Litw ae di 
iszogaibh ett ts satved ~foutacs batantbroos to if 
19 sities arnt pens bextupos titened one tie 1 
-@989y Jicost mi seibod eiaraegse sad he | 

Siiiow yollog sint to moltisqeitns sit” } ; 1 | 
“aetbod hens syods gexrdd ould: wedidogns snind 
diteo teoned hsdoved bas bed tny brie besinagi0s1 ran tt 
101 yolfog bennslg flow s to tiveive env of 


“atsit Io sottelugen bas aokdantbroop ont 


" gobttedxogq 


odd oltsiroqensnrdt yswigid lo tnemqoieveb bigs eit | 


af Jl .notten edd eeotos geakLegtq to rowsen 8 © Iie 
bis noitantbyeos 10% bean ont Sand ooleaindus wo tag 
istt ysbes situs som et notveerth to: ie - 

.dtoqet oveds ond 20 ents eris r 


Ak 


fsyoh nospivt sat Yo. Yoger ent od 3 


aie m ne 


aie bit — 


“ ANGUS, STONEHOUSE & CO. LTD. | Roblin, dir 4283 
TORONTO. ONTARIO (Mauro ) 


of the existing transportation agencies and in its final 
report in November, 1957, reached the following con- 
clusion. The first one I quote is from page 284; 
"We also believe that a more unified approach 
should be taken by the federal Government in 
dealing with the transportation agencies under 
its control. Rather than having each transpor- 
tation enterprise competing -- and unequally at 
that -- for the taxpayer's dollar in order to 
be able to conceal the high real cost of certain 
of their services, we believe it sounder, 
cheaper and more efficient for them to provide 
only those services which will stand on their 
own feet." 
And, again, reading from the same document, 
on page 287: 
"Wwe do not think the sort of unity of 
transport policy we have been talking about 
can be achieved by some super transport body 
with rigid regulatory power even if there was 
no constitutional objections to such a scheme, 
We do, however, believe it can be more nearly 
attained if the authorities concerned seek to 
ensure that each form of transport as nearly 
as possible pays its own way and is regulated 
in such a way as to prevent waste, duplica- 
tion and uneconomic rate-making." 
MR. MAURO: Q. Mr. Premier, does the 


Province of Manitoba have any specific recommendation 
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on this problem?. 

A. We do not intend to advance any detailed 
proposal as to the structure or power of such a tribunal. 
This Commission can better determine these factors 
after due consideration, but we suggest that it should 
of necessity be regional in its representation, thus 
permitting the proper. consideration of national policies 
as they affect the various economic regions of Canada. 
Such a body would have as its major task the direction 
of research and planning into transportation problems 
in general in conjunction with or independent of 
specific agencies. In addition, we feel that at least 
once each year such a tribunal or board should visit 
the provincial capitals for hearings on general matters 
affecting transportation in that area and make an 
annual report to the Minister of Transport. 

We wish to make it clear that we are not 
suggesting establishment of a new regulatory agency which 
would replace the existing regulatory bodies. The 
present regulatory boards are in a position to dis- 
charge their administrative responsibilities in their 
particular fields of jurisdiction more effectively 
than would be possible under a new overall regulatory 
agency. We wish to emphasize that we are only sug- 
gesting that the time is now opportune for examination 
of the need for establishing an agency that would direct 
research and planning into transportation problems in 
general with a view to recommending possible solutions 


to the responsibie federal authorities charged with the 
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administration of national transportation policy. 

The Government of Manitoba therefore recom- 
mends : 

That this Royal Commission examine the 
necessity for coordinating the administra- 
tion of national transportation policies 
with a view to providing the most efficient 
and economic means for the transportation 
of people and commodities. 

MR. MAURO: I want to thank you, Mr. Premier, 
for your submission. I would ask you now to answer 
the questions of Commission See wena elu 

THE CHAIRMAN: Well, Mr. Roblin, we now have 
been, as I said before to you, in seven provinces, and 
we have been met by five of the premiers, and we have 
an appointment with a sixth, . If there was no other 
occasion for us to take ourselves seriously as a 
Commission, that very fact that six of the premiers have 
seen fit to come before us would mean that we should. 

We have been very honoured by the fact that 
you have come yourself, and we thank you for what you 
had to say to us, and we thank you particularly for 
giving us some of your ideas by way of solution. 
Whether we accept them or not is another thing; but, in 
any event, you have indicated to us what are the means 
in your mind, after giving the matter some careful 
consideration. 

THE WITNESS: Thank you, Mr. Chairman. 


THE CHAIRMAN: Mr. Cooper? 
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CROSS-EXAMINATION BY MR. COOPER: 

Q. I understand, Mr. Premier, from what 
you have already told the Chairman, that detailed and 
definitive submissions will be made in Ottawa on all 
matters covered by your preliminary submission today. 

I therefore do not intend to direct any questions of 
detail to you, but there are certain areas on which I 
think the Commission might wish your views. 

In your submission today, Mr. Premier, you 
have referred to the economy of the prairie provinces 
as becoming more diversified with a marked increase in 
manufacturing capacity and potential. 

Would you indicate to the Commission the 
extent of the development of manufacturing industries 
in Manitoba in the postwar World War Ii period and 
up to the present time? 

A. Yes, sir. I would be very glad to do 
that. 

I think that usually when one hears the name, 
Manitoba, we think of Manitoba No. 1 -- that standard of 
excellence in wheat which is unmatched, in our view, 
throughout the world. As I travel around, I find that 
most people seem to think that this province is still -- 
and it certainly was in the beginning -- essentially an 
agricultural province. While agriculture, in my view, 
is the most important activity in which our people are 
engaged, and vitally important to us, it is also true 
that we have very much diversified our economy, par- 


ticularly during the last few years. 
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I submit it would be true to say that agri- 
culture today probably accounts for twenty per cent 
of the production of vatatoues’ aha 2 would say that 
the dustrial and processing and manufacturing 
activities in the province probably account for three 
times that amount, I think that figure might be found 
to be within reasonable bounds, 

Qe It is about sixty per cent? 

A. I would say something in that nature, 
yes. The Minister of Industry and Commerce, sir, 
will be speaking here on Wednesday and he is going to 
deal with that particular point. But suffice it to 
say that the economy of the province has suffered a 
marked change in the last few years in the development 
of our industrial production, and it is now two or three 
times in value what our direct agricultural production 
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Q. You anticipate that the development and 
growth of manufacturing industries will increase 
relatively through agriculture in the foreseeable 
future? 

A. There is every indication that that 
will be so and in addition, of course, we are hoping 
for a large development in our natural resource indus- 
ily, based on mining and forestry, and that, of 
| “course, as you can imagine, is very closely related 
| to the freight rate structure. 

Q. Would you say that the shift in emphasis, 
if I can put it that way, from an agricultural to an 
industrial economy has intensified your freight rate 
problems,or otherwise? 

A. Well, it is very hard to answer that 
question because it is a qualitative one. I think 
that as far as the farming public is concerned they will 
be reluctant to admit that the manufacturers of Manitoba 
are having it possibly easier because of the freight 
rates, as their people are selling their products in 
the worldwide market where transportation is so impor- 
tant, and buying more of their products in an internal 
market, and we think -- as we said before -- that the 

dice are loaded against them in connection with the 
commodities coming into this province. It is also true 
to say that the question of freight rates is vital to 
our manufacturing industry as well. 
When you consider our geographical location 


in the centre of the continent, why, you consider that 
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1 
the prairie market is not the major market in Canada; 
a that the goal of every Manitoba manufacturer is to break 
: into the larger markets of Eastern Canada and the 
y Pacific Coast, and you can see how important matters 
° like transcontinental rates are to us. 
: We are trying to develop, for example, a 


clothing manufacturing industry here, and we have done 
quite well. These goods are going to most of Canada, 
and if that industry is given a freight rate structure 
that is satisfactory, it helps our position in expanding 
that industry. 

Q. You spoke this morning of the fishing 
industry in Manitoba, Mr. Premier, and with particular 
reference to Schedule "Cc" at page 15 in your submission, 
Where are your chief markets for fish? 

A. Our chief markets for fish at the present 
time are in the United States, and one of the things we 
would like to do, of course, is to develop a better 
market in Canada. We think that a better freight rate 
structure in this case might assist us. 

Q. Does any quantity of fish move by truck, 
by motor truck, or is it all moved by rail, or how is it 
moved? 

A. Now, that question I am afraid I can't 
answer; I would have to check the facts to make sure just 
what the proportion is. 

Q. Similarly with respect to canned goods, 

I was also going to ask you whether there was any movement 


of canned goods by truck, but perhaps you don't have that 


a arr eee nn eee 


En tte a ai in 


Se seat ett nena Sie-ced-aeer—ep tee 


. 
: 
dant owe ovam of atoa? edt doedo og¢ eves bivow I Viswens] | 


THOMSON VNB esw stedt redtedw om Ne 


exoxtan iesoalaie's aed ail oe 
| Rw OF 88 wader 
& ,Siqmsxe 10% coir « eat eatin 
eat eyed ow brs sone Meeehas 2 
bai to Jaom oF grteg, one se. ei sien sao = 
erudouada 9d tg Lert. & nevis at qxteubat, dad? Wt bas a 
gmk bragxe nt soksieog «vo aged th. apt na ial sen, at sass | 
+ gece laa | 
gritdel? ord Qo itinxoat atdd eloqe HOY. A wn oe 
teivotiisg diiw bans ,rolaerd .aM edos las al yiteubak : 
soteelmdue suoy al @f neg te ai A siubsdok PA ROT 
Sialt tot ad oxitem LYeido IUOY O18 aad | 

tnegsiq odd ts del? ot stetiem Yetelo 10, «A 
oy egatdd ef2 to esa-bas 2907838 bosiol edt at ots onatt | aba 
iedtsd 8 goleveb oF al ,sexuoo to ,ob of ett biwow | he m= 
sisx1 tdgtext netted & Jedd datds oW ,.ebsasd ot teoirsm| _ 
-u tafee8 toigim easo eatdd at Nils ; 


ay | 
outs yd svyom debi to. yWitnsyp yas ss0d YY re a | 
tt af wod to . Liter yd Sevem Life ¢h et a0 leurs sotom xd] 


& 
m 


i'nso I bisqts ms I sotdeoup, tadd wow 4A 


+84 mottzogorg end 2 
.8boog bennss oF toegsert atin — nae ate 


sed? ever 3'nob voy egeniteg tus 


~ ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-e@x 4290 
TORONTO. ONTARIO (Cooper ) 


information either, or at least in so far as the 
figures are concerned, Mr. Premier? 

Bus Well, I am sure that canned goods move 
by both rail and by truck, and I think we will pro- 
bably make use of both forms of transportation. 

Q. Could you give any indication to the 
Commission at all as to whether or not there has been 
an increase in the use of motor truck transport in 
bringing goods into Manitoba in recent years? 

A. Oh, I think that is perfectly true, and 
I have had some experience, if I dare to assert my 
personal position, I can say that automobiles, for 
example, were brought into this province at one time 
almost entirely by rail, and then competition reared 
its ugly head and they were brought in by over-the- 
road carriers, and then, of course, the railways pro- 
duced an agreed charge to meet that competition, and I 
imagine they have some of that business back again. 

In that particular example I suppose there are still 
quite a number of automobiles moving into this province 
by road. 

Q. And Iypesume that matter of competition 
is resulting in an ever-increasing number of agreed 
cee in the province; is that correct? 

A. Well, that may be so, but in view of 
the recognized advantages of rail transportation in 
respect of many products, we feel that that will not be 
the complete answer to our particular problem. 


Q. In your recommendations, Mr. Premier, you 
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propose a payment of a subsidy from the federal treasury 

to meet the actual net losses resulting from the 

trucking loss and the passenger and related services, 

but in any case where the continuation of such services 

is deemed by the Board of Transport Commissioners to 

be in the national or public interest. Now, would 

you consider with respect to this matter of subsidies, 

Mr. Premier, that the railways should receive a subsidy 

to meet the losses occasioned by the continuation of 

any service deemed to be in the national interest? 

A. Well, of course, the government 
is, in itself, in the national interest, and I think 
that if we do see that they are operating the service 
and it is in the national interest that perhaps they 
do have something to talk about if they are asking for 
additional help. 

Q. I was taking your views a little beyond 
that and I was ues at ee whether your views are that in 
such a case it would be, let us say, justificable to 
grant a subsidy? 

A. I would like to examine the method by 
which any such subsidy were granted. I think our view 
would be rather than paying it directly to the railway, 
that it should take the form of their submitting their 
accounts and submitting certain reductions and the 
receipts they charged, and in return for that would be 
the subsidy in the West that I believe they did with 
respect to the East-West Bridge subsidy. 


Q But in any event, no matter how confused 
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I suppose it would be a subsidy? 

A. Yes, it winds up in their pockets. 

a Now, in that section of your statement 
commencing on page 49 you deal with related matters, and 
you have just mentioned a few moments ago the possibility 
or the advisability of a new tribunal being established. 

I would like, Mr. Premier, for you to enlarge 
on that subject and indicate to the Commission, if you 
can, any further ideas you might have as to the work 
which would be undertaken by such a tribunal in 
addition to what you already have in the statement. 

A. Well,I think, sir, that we would like to 
see such a trjbunal as the ones which are suggested in 
the submission. 

Q. It would be a research body and not, 
perhaps, directed to the whole principal picture? 

A. That is right. We don't look upon this 
as some super regulatory body that is going to take 
under its wing the thinkings of the present Boards that 
we have; this, rather, would be a group entrusted with 
the responsibility of doing a little forward thinking, 
let us say, on the problem of examining and writing on 
the solution of one particular matter on the other 
phases of the transportation industry. 

It would seem that in some cases the solution 
-- our problems are resolved on one point, but perhaps 
the implication of that solution is that the methods of 
transportation have not been fully investigated at this 


time, and it is our thought that if we had a body of this 
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sort that it might be able to, in a restrictive way, 
consider the problems of all the provinces involved 
in this very complex and highly integrated problem; 
namely, transportation of its various sorts and kinds. 

Q. So, this tribunal is to make an annual 
peregrination through the province? 

A. That makes the province feel good if 
they have someone to present their difficulties to 
from time to time. Fhere is nothing like talking 
the problem out, and that gives us an opportunity to 
do it. 

Q. This tribunal, would you envision it as 
having any power of direction, power to enforce any 
positive action? 

A, I really doubt that it would because they 
will be dealing, I think, largely with things that may 
be called matters of policy, and therefore their functio 
should be limited to recommend to those who have the 
responsibility for policy on those points, and naturally 
that recommendation goes to the federal authorities. 

Q. Also in your Sr nicer youl referred, 
perhaps rather indirectly, to the St. Lawrence Seaway. 
Has the Government made any study as to the effect of 
the seaway on the economy of the Province of Manitoba? 

A. We will be referring to this matter 
further when our substantive representations are made 
in Ottawa, but perhaps I can say that what information 
we have at the present time nhkes us believe that the 


St. Lawrence Seaway has not as yet been reflected fully 
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in the economy of the province. We recognize the 
advantages with regard to export matters but, of course, 
there are the other facets of the St. Lawrence Seaway 
which so far have not been, in our opinion, fully 
reflected in this province. 

Q. Well, those are all the questions, Mr. 
Premier, that I wish to put to you at this time. Thank 
you. 

THE CHAIRMAN: Mr. Dickson? 

MR. DICKSON: Thank you, Mr. Chairman. Mr, 
Chairman and members of the Commission, may I first on 
behalf of the section of the grain trade which I repre- 
sent, namely, the companies forming the Northwest Grain 
Elevators Association, join with the Honourable, the 
first minister of this province, in welcoming you to 
Winnipeg and to the western provinces. In so far as 
you, Mr. Chairman, are concerned, and Mr. Commissioner 
Platt, this is in the nature of a welcome home, but for 
those of the commissioners who perhaps are not as 
familiar with the West as we are, I hope that after your 
trip through the West you will have memories of this 
experience, even though it be in the month of February, 
that will be pleasant ones. 

THE CHAIRMAN: By the West, you mean the 
prairie west? 

MR. DICKSON: Yes. In the dignified and 
somewhat rarefied atmosphere of Ottawa, we heard much 
of the problems facing the railways, and we appreciate 


them and we sympathize with the railways in the number 
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of the problems which seem to be facing them, but on 
the other hand, I think in the West you will have an 
opportunity of hearing some of the problems which face 
the people in this part of the world, and I am sure 
that the physical propinquity of your Commission to 
the people in the West, to the farmers, to the people 
in agriculture and to those in industry, will give you 
a better appreciation of some of the factors concerning 
transportation which Western Canada is up against. 

We are most grateful, as I am for the 
Northwest Line Elevator Association, that your Commissio 
undertook the not inconsiderable arduousness of a 
western trip in midwinter, but I think with respect, 


sir, that your time will be well spent. 


CROSS-EXAMINATION BY MR. DICKSON: 

Q. Now, Mr. Premier, may I say first of all 
that I commend you, sir, and your associates for the 
submission which you have placed before this Commission, 
and it is a challenging and comprehensive one and 
evidences a great deal of study and a great deal of 
thought on the subject matter before this Commission, 

There are just one or two aspects of the 
matter which I would like to direct your attention to. 
The first appears on page 30, paragraph 71, about the 
middle of the paragraph, where you say: 

"We suggest it is not valid to look 

simply at one aspect, one single factor in 
that freight bill, such as the cost to the 


farmer in Manitoba moving his grain to export 
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points. We believe that the overall freight 
bill must be considered and this should ini 
clude the cost to the Manitoba shipper not 
only of shipping his commodities to market, 
but also the cost of bringing in his commodi- 
ties: his agricultural implements, equipment 
and supplies and his foodstuffs." 

In that overall appraisal I presume you would 
feel that there should also be taken into account the 
fact that the farmer in the movement of grain other 
than for export is paying domestic rates which are 
very substantial? 

A. yes, I would agree with that. 

Q. Those rates cover variable cost, constant 
cost and something above that, and you would expect 
that in this proposal one of the factors for inclusion 
would be the impact of domestic rates on grain moving 
other than for export? 

A. yes, I would agree with that. We have 
not particularized every possible type of rate, but 
that would certainly be among them. 

Q. Now, the other matter which I want to 
discuss with you briefly, Mr. Premier, is that of 
abandonment of branch lines. On this subject I think 
we may have a slight difference of opinion. First of 
all, I take it that you would agree that the position 
taken by the railways as expressed in the submission 
which Mr. Crump gave a week or so ago;.that until 


there is a marked change in the situation, the Canadian 
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farmer cannot, without hardship, pay out of the sale 

price of grain a just and reasonable rate for moving 

grain and grain products to export positions, and on 

the following page you say something to the like 

effect. I am on page 15 now. 

A. You are asking me to agree with that 
statement? 

Q. I am asking you if you are in agreement 
with that. 

A. As I have heard it, I will say that I 
think the Western farmer is paying a fair and just 
price for his movement of grain to export markets now. 

Q. And you are in agreement that nothing 
further should be added to the cost of moving his grain 
to export positions? 

A. That is right. 

Q. And I take it from the point of view of 
the railways that they are pricing it on the basis of 
ability to pay. Would you agree with that? 

A. That the farmer has a greater ability 
to pay now? 

Q. That the farmer at the moment lacks the 
ability to pay a just and reasonable rate. 

A. I would say that I would deny the 
premise, to begin with, or perhaps I couldn't follow 
it to a conclusion. I would say that the farmer is 
paying a fair and reasonable rate. It could Ua 
argued that that is still too high, but that is a point 


which we have not entered into at the present time. 
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Q. We will look forward to hearing about it 
being higher. 

A. It is a possibility. 

Q. In this matter of abandonment of branch 
lines, you would recognize, I take it, that the movement 
of grain is somewhat in a special category in that 
alternative trucking service is not a factor for long- 
term hauling of grain at the present time? 

A. Generally wien aloe I will agree with that\, 

Q. And that the movement of grain by rail is 
many times cheaper than trucking the grain? 

A. yes. 

Q. Under present circumstances? 

A. Yes. 

Q. And that on any abandonment of branch 
lines you would expect that there would be increased 
costs to the farmers effective by reason of having to 
take their grain to the railhead some distance? 

A. That certainly would arise. 

Q. And it would also entail some expenditure 
of the farmer's time, of course, and there is also the 
cost item? 

A. yes, that would::bevtrue. 

Q. And would it also be true that the need 
of work on the roads over the western provinces has,to 
a considerable extent, been a factor -- the layout, by 
reason of the layout on the major lines, the railway 
lines of both the Canadian Pacific and the Canadian 
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A. It is not the only consideration, but it 
is certainly an important one. 

Q. An important one, 

A. Now, I just don't want you to misunderstand 
me on this matter, Mr. Dickson, because while I gave 
answers to your questions, I think that if you -- I 
ean't pursue the implication of your question to its 
logical conclusion, as perhaps some might wish, because 
I think we have to recognize that these yardsticks 
are true only within limits, and that when a system of 
branch railways has been set up for whatever reason, 
right or wrong, or ill-adivsed or well-advised, under 
the circumstances, nevertheless, the very fact of 
their location and construction creates certain vital 
interests, certain problems and certain circumstances 
which certainly cannot be overlooked when anyone su- 


gests that they should be abandoned. 
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Q. Turning to page 32 of your submission, 
Mr. Premier, you say in paragraph 75: | 

"There can be no doubt, however, that the 

burden resulting from these operations is par- 
ticularly onerous on the shipper." 
By "shipper" are you including the farming communities 
in that word, or are we talking here about the shippers 
other than those, say, located oh branch. lines? 

A. I am talking about all shippers, in- 
cluding those who are shipping grain on branch lines. 

Q. Would you say it was ever in a farmer's 
interest to seek abandonment of a branch line? 

A. Bhat would depend entirely on the cir- 
cumstances of the case, I ean think of some branch 
lines, I suppose, in the Province of Manitoba -- per- 
haps not too many -- where one would not meet with too 
much local opposition for their removal for the reason 
that they have alternative facilities. of one sort or 
another; but I would agree that where there is a 
branch line established, with a well-developed system 
of elevators, that that is a matter which is of entirely 
different complexion, and it has to be examined very 
carefully before anyone could lightly suggest it 
be abandoned. 

Q. Do you think there is any branch line 
in Manitoba which could be abandoned without opposition? 

A, I think there is one -- I am sure there 
are some in that category. 


Q. May I read an excerpt appearing in the 
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Leader-Post of December 30th. It relates to one of 
the abandonments before the Board -- a very recent one 
-- and it is date lined Windthorst: 

"Town and country people met Monday night 
in the K.C. hall to discuss the Canadian Pacific 
Railway's application to abandon the Reston- 
Wolseley line. Village Overseer Les Katona 
was in the chair, and Secretary W. C. McArton 
read reports concerning the railroad. About 
fifty attended and were unanimous in protesting 
the railway's move, Representatives from 
Baring and Peebles joined in the protest. 

"A committee comprised of Mr. J. Glover, 
C. J. Bill, representing the village of Wind- 
thorst, Elmer Miller and Basil McInnes repre- 
senting the Saskatchewan Wheat Pool Committee, 
R. Schmitz of the N. M. Patterson Company and 
R. Hay, C.P.R. employees, was appointed to 
gather information and to work with other 
committees which may be appointed along the 
line. 

"The C.P.R. made application to the 
Board of Transport Commissioners for permis- 
sion to abandon the branch in an application 
dated December 20th." 

It goes on to deal with an attempt made 

earlier, which was not successful, and it says: 

"Should the application to abandon the 


line be granted there will be a number of towns 
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without rail service, the largest places being 
Wawota, Kennedy and Windthorst, all of which 
have station agents. The other towns with 
agents, Maryfield and Fairlight, are served by 
the C.N.R. as well as the C.P.R." | 

Wouldn't that be indicative of the type of 
protest which one might expect on an application for a 
branch line abandonment? 

A. Undoubtedly, it iss; and it may be with 
good reason, but it is up to the Board of Transport 
Commissioners to decide whether that line should be 
retained in the public interest or not. One can think 
of examples that have been abandoned without any serious 
consequences to the people living in the vicinity. 

I am thinking of the line from Winnipeg to Arborg, 

not too long ago, and that was done with some degree of 
local consent. I am sure there were protests, but it 
has not been disastrous. However, where ttie national 
interest can be proved for the maintenance of a branch 
line, it should be maintained, That is the reason for 
this subsidy idea of ours, to make it possible to con- 
tinue to operate branch lines in the national interest 
which may not be fully justified from the financial point 
of view -- and I mean the financial point of view of 
the railway. That is why we have introduced this 
proposal of ours, in order to play fair to all con- 
cerned and to make sure that the matter, being in the 
national interest, is properly dealt with. 


MR. SINCLAIR: Mr. Chairman, I don't think 
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the Premier wishes to leave the impression that the 
Canadian Pacific line to Arborg has been abandoned, 
I think he means the passenger service is no longer 
there, 

THE WITNESS : That is right. 

MR. DICKSON: I have a list of the abandon- 
ments, and that one is not on it. 

THE WITNESS: We can certainly find examples 
of lines which have been abandoned which probably have 
been properly abandoned, but that is a point -- and I 
almost said "my honourable friend opposite" -- is trying 
to make. However, it is a difficult matter, and no 
one can make any arbitrary or sweeping statements about 
the abandonment of branch lines, It has to be dealt 
with on its merits. 

MR. DICKSON: Q. Let us make it clear, Mr. 
Premier, what our concern is: we read your submission, 
perhaps wrongly, as an implied encouragement to the 
railways to seek abandonment of branch lines. We regard 
that -= each abandonment -- as a tragedy to a large 
number of our people, and for that reason we suggest 
there are these other major factors which should be 
taken into account in considering abandonments. 

A. I would say that quite the converse is 
what I had hoped you would take from our brief. We 
realize some branch lines will be under pressure for 
abandonment because they don't pay. We say some of 
them, perhaps an overwhelming majority, should not be 


abandoned, in the public interest even though they don't 
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pay, but in order to be fair to those who are charged 
with the responsibility of setting rates and to the 
other freight rate payers in the country, with this 
idea of national interest in our minds, we have 
developed this branch line trackage maintenance fund 
idea, but it certainly is not designed to encourage the 


kind of thing which you seem to fear. 
---Short recess, 


MR. DICKSON : Mr. Premier, I want to read 
a paragraph from a Judgment of the Board of Railway 
Commissioners for Camada appearing in Canadian Railway 
Cases, Volume 33, at page 127. The excerpt appears 
at page 280, and I would like to ask you whether you 
agree with the expression of opinion given in that 
Judgment. The heading is, "In re General Freight 
Rates Investigation". 

"The fact is that a main line without 
branches would be as unprofitable as branches 
without main line connections. The long main 
line haul under highly favourable conditions 
is what gives the railroads their net returns. 
But a single main line in such a region as 
the Canadian West could not secure enough 
traffic along its location alone to profitably 
employ the costly facilities which it provides. 
In order that the main line mzy be profitable 
it must have traffic and it can only get 


sufficient volume of traffic by means of 
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branches, The railway system is made up 
of its main line and branches, each playing 
an equally important part in the general 
scheme of producing profit by giving ser- 
vice. It is not possible to disassociate 
one from the other and produce the desired 
result." 

Would you agree with that as a general principle? 

A. I would agree with that as a general 
principle, although I think you might ask yourself 
whether the word “equal” could be applied to every 
branch line with complete accuracy. I doubt that. 

Q. With that reservation, you would agree? 

A. I? you are asking me whether a railway 
needs branch lines, I would say it certainly does. 

Q. They are interdependent? 

A. They are, indeed, 

Q Mr. Premier, in your submission you read 
from a memorandum in which you outlined the method by 
which this subsidy arrangement could operate, and, 
according to my notes, it was stated something like 
this: that the railways would compare revenue and 
expenditures for each branch line. If they were not 
recovering sufficient revenue to cover the cost of 
operations, then there would be the application to the 
Board of Transport Commissioners, and if the Board of 
Transport Commissioners decided it was unprofitable 
but in the public interest, the subsidy would apply -- 


this fund would come into operation; is that roughly it? 
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A. In general terms, that is it. 

Q. That is the mechanics of it. Then you 
state: 

"The railway would be required to re- 

apply each year, thus allowing a proper 

check on its maintenance expenditures and also 

permitting the Board to determine whether the 

operation was still in the national interest." 
Would that annual appraisal not, in effect, subject 
most branch lines to a battle here to justify its 
existence? 

A. I think that is unlikely to happen, I 
think that what would be found would be that there was 
no really substantial change from year to year in the 
short run. In the long run perhaps there may be 
changes. Our thought there is merely to have the 
matter re-examined at convenient intervals to make sure 


the major factors in the situation do not change. 
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Q. How could that re-examination properly 
take place without both sides being present -- the rail- 
ways seeking the abandonment, and those concerned with 
the abandonment being present to oppose? 

A. I don't think that that would necessarily 
follow. We cannot be certain what procedure the 
Board would adopt in this connection, but I would 
imagine if they found that the main financial facts 
were the same, and that there was no change in the 
general structure of the community, that would end the 
matter. 

Q. But your submission is fairly specific 
on this matter -- the railway would be required to 
re-apply each year. 

Me One can see the reason for that, that 
it is perhaps desirable that when public money is in- 
volved in the subsidy that there should be pretty 
consistent examination of the problem from time to 
time to make sure that the burden on the taxpayer is 
a justifiable one. 

Q. Would you not see this situation arising: 
you have a rail branch line which is marginal; each 
year it has to come before the Board to justify its 
continuing existence; during the year, it is probable 
that the railway would not wish to spend any money 
on track maintenance, in view of the doubtful tenure 
of the line. Would that not have a depressing effect 
on the community affected by that particular branch 


line which is coming up for annual trial? 
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A. I don't think it would necessarily follow 
at all. I believe the railways are interested in 
efficient operation. I believe they would maintain 
that line, under whatever circumstances, to be in an 
efficient operating position. 

Q. Would you consider modifying, say, one 
year to, perhaps, five years; so that, once having 
established its right to live, a branch line would be 
assured that for a period of five years, and the railways 
would be assured, and the farming community, and every- 
body else interested in the line would have some 
reasonable period of assurance that that line was going 
to continue? 

A. I see no reason why we could not give 
consideration to such a suggestion. 


THE CHAIRMAN: Mr. Brazier? 


CROSS-EXAMINATION BY MR. BRAZIER: 

Q. Mr. Premier, you probably recall that 
I represent the Province of British Columbia in these 
hearings. 

Do I take it from the answer you gave to Mr. 
Cooper that the economy of the Province of Manitoba today 
depends sixty per cent on pie Panderiinn and only twenty 
per cent on agricultural production? 

As I would not place those before the 
Commission as completely statistically accurate figures. 
I am merely giving a rough proportion from memory of 
the situation. But, generally speaking, if you were 
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ae 
7) 


a “wetter ehcbiiadliamastise util 3 iets ae 


9 rae pola ae oe 
At bez gsustat os syewlter ould sve 
i 


filed trian bisiow ysdt ovelied ib a 
‘x 


af va Tey! 
a Teen || nis ie ss 


Ned 
| ag ak ed od _ avonetenionte coveted “9b egg saps, 
. 4 
d ie ne a ely i 
| Peer 204 adtdsrego dn tt 
; > ie 
sno .¥ysa...sotyt bom cabRaneo nam bivow wee, pt 
og tven sone tes 0a || itnseyavts pa | | ' 
: %~ } 
é 2 : ' . ca : : 
| - Of bivew enbt donsud B eet od digee ea, be: atidades mie 
| ~ ¢ 
! 4 
. ayswiles off Das .eassy < ov.it % bo.teg 8 et sedy. eranee [t 
Gate . a 
| ayyews Bre yt tnmimes ant er ont bes .bomwees od Divow | & i. 
iy PPS ie 
| omen oved Bbiyow onmksl oad at badieekent: sete vbod ie 
| @natou gan satt tad Jsdd sonsiwees to tmtxee edenceas |* 
: { 
| “ountdnog we i. 
| evn 
| ovig Jorn SIlveo sw yrw mo@ssx on 99a. I A. ro ae 
| -AOlsaeugua 8 oak cl ae 
| f7elsaqd aM PWAMATL AND SHT a tae 
| ’ 
f U . fy | 
sHGTSAAG AM YE VOTTAMIMAXS-220h9 Ip 
| Bh TT ene he j 
} ,t8d3 Lfsoor. yldedorg voy rotamer? vam. sur 
‘ J ’ 
| sabnt al stdmyfoed Melsind to auhtvosd. ‘ong hth i .§ 
| bas 
| agnicaed i 


-th OF S¥RG LOY yowens .IAt mort .tt saledt L o@ | 


A . - vy , ie- ; Aus a ¥ 
|¥she2 sdotiaaM to semtyorg oS ae wacnoos sit seat ‘T8qooD 


Vtnews vino brs ailvpdosivasm no. tiso 19g yixle abaeqes is : 


709 i? 
cnobd og Bdedg {etwifvoiigs 10 jeok eq. i 
veil’ aig 


ot g%0Ttsd seont ooaiq ton Binow : baer 4 


7. 


_peewats svervoos yYlleobtetteta <isdeLgmos as node: 


ai J 


to weaken mor’ rues rguon ¢ anivig a Y eee L Sit asl 4 
Ae J 
pas bi of aaa wi a” 


pegthy i ae i f mobos 
salt _ - 


waft Oy sj 

SF ones 4° oe 
* = 

| 3 


Salad Ned ps tits 


“ ANGUS, STONEHOUSE & CO. LTD. Roblin, er-ex 4309 
TORONTO. ONTARIO 
(Brazier ) 


occupy that prepondering position, I think you would be 
eorrecu, 

Q. And does a considerable part of that 
processing and industry relate to your primary pro- 
duction? 

A. Very much so, particularly the packing 
industry, which is the biggest single industry in the 
province under the manufacturing heading. 

Q. And, eliminating them from the heading 
of manufacturing and industrial, what would be the 
balance of your manufacturing? 

A, Well, now, I would have to look at the 
statistical table to answer that one. 

Q. Does the Government of Manitoba put out 
any figures of net production by industry for. the 
province? 

A. Yes. I don't know whether it is net 
production, but we do publish statistics showing the 
contribution that various industries make to our 
economy. 

Q. Those could be made available to the 
people who are interested? 

A. yes, certainly. We would be glad to do 
that. 

Q. Now, Mr. Premier, with your permission, 
I would just like to ask you a few questions in respect. 
to the brief itself, which you presented, and I come, 
first, to the top of page 3. 
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"Seventy-five per cent of the proposed 

increase would be extracted from 32 per cent of 
the traffic." 

I think you base that statement on the table which 

follows lower on that same page; is that correct? 

A. yes. 

Q. Now, I suggest to you that it might be 
a little more accurate to say 75 per cent of the 
proposed increase would be extracted from that part 
of the traffic which pays 32 per cent of the revenue. 

The table is based on revenue, not on volume of traffic. 
A, Yes, that's right. It says at the top: 
"Percentage of total traffic revenue." 

Q. yes. So, the 32 per cent of the revenue 
might not be -- and I have good reason to believe it is 
not -- the same as 32 per cent of the traffic? 

A. That may be so, 

Q. Next, you will not be surprised if I 
ask you one or two questions regarding transcontinental 
rates. 

On page 13 you make the statement, in paragraph 
35: 

"Transcontinental rates are competitive 

rates, . We 

That is your opening statement on the subject. 

Now, Mr. Premier, do you see any good reason 
why competitive rates in one part of the country should 
be treated or given any different standard of treatment 


than competitive rates in any other part of Canada? 
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A. That would depend entirely on your view 
of the national interest; would it not? 

Q. I do not know that I quite follow. 

There are all kinds of competitive rates in the rail 
structure of Canada, You are aware of that, Mr. Premier 

A. I am. 

Q. You have a great number of competitive 
rates in Manitoba? 

A. We have. 

Q. yes. Now, I come back and I put it to 
you in this way -- do you suggest that competitive rates 
in one part of Canada should be treated in a different 
way than competitive rates in another part of Canada? 

A. Well, I come back to my same answer to 
you. It depends on your view of national economic polic 
Now, in the particular case we are quoting here, obviousl 
we do think that some consideration should be given to 
the competitive position of the Province of Manitoba 
in respect to freight rates and in respect of competitive | 
rates from Vancouver east and from Toronto to the west. 

Q. Then, what you are saying is that so far 
as transcontinental rates are concerned they should 
receive different rabie Ree than other competitive rates? 

A. We say they are inequitable to the people 
of this province. 

Q. Well, now, might I just turn for a moment 
away from them and go to page 30 of your brief, para- 
graph 71. you say: 
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the context of your terms of reference and 

burden in the context of national economic 

policy is the total burden carried by the 

shippers situated in the various regions of 

this country." 
Now, you obviously agree with that statement in your 
brief. I suggest to you that by picking out the 
transcontinental rates, as you have, for special treat- 
ment in your brief, you are getting away from the total 
burden so far as Manitoba is concerned? 

A. Well, I would not agree with that at all. 

Q. You wouldn't? 

A. No, 

Q. Would you think that the Province of 
Manitoba should have the same advantages in every respect 
as every other part of Canada might have, even although 
those parts of Canada did not have the same advantages 
as you did? 

A. No. Ido not think I would say that. I 
think that sweeping statements of that nature would be 
out of place. We are not suggesting that the City of 
Winnipeg should have the advantages of ocean rates 
that the port of Vancouver enjoys, for example. We 
would be very glad to have them, but we think it unlikely 
we will. 

Qe You say you would not expect to receive 
the advantage which you say the Province of British 
Columbia gets, due to its geographical position, applied 


to Manitoba? 
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A. I tell you what we would suggest. We 
would suggest that the Province of Manitoba should re- 
ceive the geographical advantages which accrue to it 
in regard to its position from Vancouver to Toronto. 

Q. Moving from Vancouver to Toronto? 

A. Either way. 

Q. Either way. That is just the thing I 
want to come to, Mr. Premier. And 1 just want to see 
how important these things are to the economy of Manitoba 
because, as far as your basic and important economy of 
this province is concerned, I do not think you get 
any opposition from the Province of British Columbia 
that rates be given to you which will be for the 
development. But, let's take the first item you 
mention on page 14, "anti-freeze". Just how important 
is the sale of anti-freeze manufactured in Manitoba 
and selling in the Vancouver market? 

A. Well, I am not sure that that is impor- 
tant at all, but I would say to you that the problem of 
distributing anti-freeze from Winnipeg to other points 
in Western Canada in competition with Vancouver is a 
very important matter with us. 

Q. Are you speaking here in this list of 
commodities on page 14 from the point of view of a 
distributor? 

A. I am speaking from the point of view 
of a distributor and the manufacturer. 

Q. And the manufacturer. Now, anti-freeze 


is manufactured -- I know it is manufactured in Edmonton, 
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Are you aware of that? 
Ag Well, I am not surprised. They have a 
very well developed chemical industry there, 


Q. And it is manufactured in Vancouver it- 


self? 


A, I will take your word for it, sir. 


Q. Mr. Premier, how essential to the economy 
of the Province of Manitoba is this anti-freeze rate? 

A. Well, of course, how does one know? 
When one is subjected to freight rates of this sort, 
one will never know, and the point we are making is 
not that any particular rate might be disadvantageous, 
but it is the whole idea we are trying to get at here. 
But I do not think you can argue that because in terms 


of one commodity it does not count at the moment, that 


the whole idea does not count. 

Q. I wanted to go along to the other item 
that you have shown here, too, Mr. Premier, because I | 
really feel that the Province of Manitoba has not too | 
much to complain about in the existence of transcontinen-| 
tal rates. You would not agree with that statement? 

A. No, I am afraid I would not. 

Q. Cement pipe is the next item that you 
mention, Is any cement pipe sold from Manitoba in 
the Province of British Columbia? 

A. I should be very much surprised if it 
is sold under these freight rates. 

Q. Well, where is it sold? How far can you 


ship cement pipe by rail? 
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< ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-ex 4315 
TORONTO, ONTARIO (Brazier ) 
MR. MAURO: Well, now, I think that questions 
like that, as to how far, are not proper. 
MR. BRAZIER: I quite agree. 
THE WITNESS: I will admit, Mr. Chairman, 


that this is not an item that one ships very far, if 


‘one can help it. But, as far as the freight rate 


structure is concerned, it would describe the periphery 
of our distribution area, 

THE CHAIRMAN: You are not submitting it 
simply as a paper rate? 

THE WITNESS: No, sir. 

MR. BRAZIER: Q. I draw your attention, too, 
Mr. Premier -- that the comparison rates here are made 
as between an agreed charge and a class rate. Is 
that correct? 

A, In some cases there are agreed charges, 
yes. 

Qe Now, I think in each case on page 14 
it is an agreed charge you are comparing a class rate 
with? 

A. Yes, I think that is indicative of the 
situation; the competitive situation, 

Q. And the minimums required for rail 
shipments under them was -- for instance, anti-freeze -- 
in one case the Winnipeg rate would have a minimum rate 
of 30,000 pounds, and in the case of Toronto, 60,000 
pounds? 

A. Well, if I could get the same minimum 


rates for Winnipeg shipments, relatively speaking, I 
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< ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-ex 4316 
TORONTO. ONTARIO (eesierer ) 
would be very happy. 

Q. I presume you, as premier, do not know 
whether the local people have applied for sucha 
minimum to the railway, or not? 

A. I cannot answer for any particular 
case, no, 

Q. I would like to turn, then, to page 50. 
You make particular reference, I think, to fish. 

Now, can you tell me how important fish is, 
relatively speaking,to the total economy of Manitoba? 
We are well aware of your famous Winnipeg Gold Eye, 
which we love to eat on the Pacific coast whenever 
we can get them -- but, in the whole fishing industry, 
can you tell me how important fish is to the total 
economy of Manitoba? 

A. I can tell you, too, something about our 
famous whitefish, which I can recommend to you, 

In terms of dollars and cents, perhaps not an 
important industry, because it only comes to some 
eight or nine million dollars; but, in terms of private 
employment, it provides employment for five or six 
thousand yveople along the great lakes of this province. 
We have some of the largest lakes in the world in 
Manitoba, and it deals with the livelihood of that 
great northern area which is populated by some fifty 
thousand Canadians of Indian extraction; the Province 
of Manitoba. And while the return to any particular 
family, in terms of dollars and cents, is relatively 


small, it represents, as far as our standpoint is 
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“ ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-ex 4317 
TORONTO, ONTARIO 
(Brazier ) 


concerned, in terms of those people, it is a very, very 
important industry to them indeed. I have the case here 
of a five million dollar industry, in so far as the 
wholesale price is concerned, I think, purchased from 

the fishermen's thirty million pounds! production, 

It has a most important impact on the local 
areas in the province. One which is causing us as a 
provincial government very great concern is the problem 
of finding suitable occupation for the native Indian 
inhabitants, and that kids very pressing one. Indeed, 
we look with reluctance on the thought of people 
flooding into these communities, and these people are 
east more or less derelict on the community. We want 
to build up for these people some reasonable occupation 
in their home surroundings. In that connection, fish 
is very important. 

Q. Mr. Premier, I do not want to question 
the importance of a local problem such as you have just 
mentioned, but I want to put this, if I can, in relative 
importance, I think you are probably aware of the 
importance of the fishing industry to the economy of 
the Province of British Columbia? 

A. It is a very important industry for the 
country as a whole. 

Q. And, speaking relatively again, fishing 
is much more important to the overall economy of British 
Columbia, I suggest to you, than it will ever be so 
far as Manitoba is concerned? 


A. That may very well be true, but that is 


ne ee ee 


a ee ee 
a Oe Se eS 


[acel eAd no ‘Saale Imssrtogat s0H & J aad aEe5 i 
888 aH unkeues et sotedw: ‘ond  Ronbveng yodt nat af 
moldorg anit at A sor0o $8073 vrev onowmeves. £ 

natbal evden sit 10> not taquiose oidadtue ‘antbaty to | 
.Heebal +410 qiteastg, YI9V 8 eet att: ates einatidadat | 
| elqosg ‘to segues do 10) sonasouten ke: wool owe 
exe Sigosq oaens bits Bots beiummen oneal? otnt aakbookt 
taaw oW |. yt tatunmos ait 110) jotisaeb anol +0 stom tees 
Holt equede efdanogset amon esau oda: rot gu oi tud ot 
fin kt pfetdosnnos dan ni _ aaah bawetitee outer xtodt nt 
 thitstvegmt yrev ef 

nottigeup o¢ tnew son $° I | rebate aM ~) i 
faut eved voy as dove meldora tsoot 8 to sonedognt ont 
evitsiery ni «fii £L Tit .atad sa od drigw oT tud bonrotsnem 
ot To Srews \yidsdotg sis voy Pre t - Sonassxogmt 
1® ymonoss erit as vuteubet iatheba ie ie to somes togm! 
Se Fdam loo tekdtne 1% sontvert aa 

oid to? vitaubat teste gmt YISv Ss et dl | wah Ao 6 
-Sfomw & ae yrdnOo 


eiidet? .itsss yisvisels« sninseqe ar bison ta0te 


fleltind Yo ymonose Lisveve said o¢ Jastroqut stom doum at 


on ed teve Iflw ¢f neat woy o¢ Jeeagua I ,2tdmuLoo 
‘benr99n0s at sdodiasM ers? 
et Jedd Jud .owit od Chow yxsw ysm deat (al tee 


SBR RRR ee 2S = — crs 


ce 


< ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-ex 4318 
TORONTO. ONTARIO (Brazier ) 

no reason that I can see that the Manitoba fishermen 

should be penalized as we believe they are at the 

present time. If it means so little in the overall 

economy, then there is more reason to see that these 


people get a fair deal. 
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* ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-ex 4319 
TORONTO, ONTARIO (Braz jer ) 


Q. I suggest again to you and certainly, as 
I say, I do not want to underrate your own problem 
because I know, like all provincial governments in 
Western Canada, you have a very serious problem, but 
looking at it again from an overall national picture -- 
and that, surely, is the way this Commission wants to 
look at the rail problem -- the provision of a market 
for the sale of British Columbia fish is more important 
to the overall economy in British Columbia than the 
sale of fish from Manitoba? 

A. No, nothing in this statement is devised 
to hurt the interests of British Columbia; we want fair 
treatment for all, that is what we are trying for, and 
we think that we need to make this presentation to make 
fair treatment for our inhabitants in this respect. 

Q. You are not, like one of my other 
colleagues, suggesting that the rates to British Columbia 
should be increased at all? 

A. No, not at all; we are not envious in 
that rather narrow sense of any advantages you may nave. 
We just want to be treated in the same fair way our- 
selves. 

Q. Tnere is one other item here that rather 
intrigues me, because I have personally something to 
do with respect to it, and that is wire rope; is wire 
rope manufactured in Winnipeg? 

A. I think that there was not too long ago 
an inquiry as to our industrial development -- con- 


cerning a wire rope plant, but when they found out what 
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* ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-ex 4320 


TORONTO. ONTARIO 


(Brazier ) 
1 
our freight rates were they moved somewhere else. 
: Q. At the present time tnere is no such in- 
: dustry? 
4 
A. I don't believe tnere is. 
; Q. SO then, the rate on wire rope is of no 
importance to an existing industry in this province? 
; A. Not to an existing manufacturing industry, 
‘ but it is very important for those people who use wire 
PP rope and those who distribute wire rope, and it would 
rv have an effect on the possibilities of our manufacturing 
13 that product in the future here, 
13 Q. Now, I want to turn if I may just fora 


few moments to the tables which you have on page 21 and 
page 22, and the chart which is on page 24 of your 
brief. 
At the bottom of page 20, Mr. Premier, you 
make this statement: 
"You will note that this schedule shows 
a comparison of the average freight rate per 
ton on traffic moving to or from Manitoba 
points with the average freight rate per ton 
on the same commodity elsewhere in Canada 
and the United States." 
Now, in fact, all you do is compare Manitoba with the 
Canadian average; is that not correct? 
A. That is so. 
Q. And you don't show at all what, for in- 
stance, the provinces of Saskatchewan, Alberta or 


British Columbia, what the burden of those rates might 
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TORONTO. ONTARIO 
(Brazier ) 


be on them? 

A. No, we are dealing with the problems of 
this province. | 

Q. And do you think there is a possibility 
that the other western provinces have a heavier burden © 
than Manitoba does? 

A. There are always people above and below 
an average, and I can make no authoritative statement 
about these other people. 

Q. You have not attempted to compare them 
with the burden of freight rates so far as Saskatchewan 
or Alberta or British Columbia is concerned? 

A. No, sir, that is not in this brief. 

Q. Now, on the chart which you have on page 
24, I note the comment there that it is adjusted for 
length of haul, and I presume that there will be some 
witness at future hearings who will be able to explain 
just how this chart was arrived at? 

A. yes, we want to give that information 
in full in Ottawa. 

Q. I suggest that we are trying to determine 
the burden of freight rates, Mr. Premier, that there is 
one important factor that is ignored in this chart, and 
that is the volume of shipments. Now, is that correct, 
or --- 

A. Would you extend that point a little 
further? I don't want to restrict --- 

THE CHAIRMAN: Leave that to the man who 


prepared it. 
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~ ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-ex 4320 
TORONTO. ONTARIO 
(Brazier ) 


MR. BRAZIER: Q. That is just a comment I 
make, Mrs Premier,::.on dit. 

A. We will be prepared to talk to you about 
that. 

Q. Am I correct in assuming from the state- 
ments which are made particularly in paragraph 71 on 
page 30, that the only concern of the Province of 
Manitoba is with the overall burden of freight rates 
on the economy of this province? 

A. Well, tnat is certainly the major factor, 
to be sure. We are interested in how much our people 
have to pay out in dollars for freight. 

Q. And if it was borne out that the actual 
burden on Manitoba was less than the other western 
provinces, your complaint wouldn't be very serious, 
would it? 

A. Well, it might very well be serious if 
proper recognition was not given in these rates to 
whatever natural geographic advantages we do have. 

I am thinking particularly of the lake situation among 
others. 

Q. There is one other thing you have not 
covered in your brief, but if you have no information 
about it, don't hesitate to say so. You mentioned the 
term "bridge subsidy", which is the subsidy paid on 
goods coming from Ontario or going to Ontario over the 
bridge around the Great Lakes, and those rates are 
reduced today by. --- 


A. Seven million dollars. 
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Q. Seven million dollars for the year. 
Would you agree that that bridge subsidy in the form in 
which it is now established by statute gives a preferenc 
to an eastern manufacturer selling his goods into the 
prairie markets, as against a manufacturer in Vancouver 
selling into the same market? 

As One would have to look at the figures to 
know just whether that statement is true or not. i 
don't really know whether I care to hazard an opinion 
on that. 

Q. I don't know exactly, but I think the 
breaking point is Portage la Prairie where the mileages 
would be equal, and on the class scale as they were 
originally equalized, the rate from Toronto to Vancouver 
and Portage would be exactly the same, but due to the 
bridge subsidy the manufacturer in Toronto has his 
freight lower. 

A. I would say that the manufacturer in 
British Columbia is probably suffering under about the 
same disability as the manufacturer in Winnipeg, 
trying to compete in a prairie market under these con- 
ditions. 

Q. You think in the situation probably that 
form of subsidy should be eliminated? 

A. Well, I wouldn't say that at all because 
when one considers the competitive advantage -- this 
is your market and this is the transcontinental -- I 
am sure that Vancouver has received more than fair con- 


sideration under these circumstances. 
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Q. Have you any idea what the volume of 
traffic on the transcontinental is? 

A. Well,perhaps Mr. Stechishin can tell us. 
I can't hazard a guess. 

Q. Would you be willing, with this question 
of the bridge subsidy being just an assist to the eastern 
manufacturer selling into the prairie markets, that you 
might leave that to the examination of this Commission? 

As I am quite prepared to leave any aspect 
of this matter examined by this Commission. 

MR. BRAZIER: Thank you very much, 


THE CHAIRMAN: Mr. Smith. 


CROSS-EXAMINATION BY MR. SMITH: 

Q. I have just one question, Mr. Premier, 
would you please refer to page 8 of your very powerful 
and clear submission, and this is a reference to my old 
friend the Maritime Freight Rates Act, the effect 
of which you have heard in the past. 

Now, Il suggest that there should be a correction 
there, Mr. Premier, in so much as:at lines 9 to 15 you 
speak about the movement of commodities within the 
Maritime region or within the Maritime region itself, 
and you speak also of the Maritime portion of westbound 
rates, and I just want to point out to you, as you 
perhaps know, that the select territory, so-cailed, 
includes a considerable portion of the Province of Quebec? 

re yes, that is true. 


Q. There is just one other question for my 


own satisfaction and information, and perhaps Mr.Stechishi 
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could answer that, although it may be obvious that I am 
the only stupid one. 

The figures on page 21 of Schedule "D", the 
comparison of average freight rates moving to or from 
Manitoba points with the average freight rates on the 
same commodities moving elsewhere in Canada and the 
United States. Now, do those figures include traffic 
moving within Manitoba alone? Could Mr. Stechishin 
answer that question? Does it include the movement 
of traffic that begins and ends in Manitoba? 

MR. STECHISHIN: Yes. 

THE WITNESS: Thank you for the correction on 
the maritime freight rates. There is certainly no one 
who knows more about it than you do. 

MR. SMITH: Q. I have one or two more genera 
questions. I will ask a question and if you prefer 
not to answer, why, please feel free to indicate that. 

In discussing the movement of fish with my 
friend Mr. Brazier, I made a note, and these are my 
instructions, and I wonder, sir, if you could confirm it, 
that there is an important shipment of your fish by 
truck from Manitoba all the way directly into the New 
York market, a distance in excess of 2,000 miles? 

A. I believe there are very substantial 
long distances covered. 

Q. And this truck movement, is there one 
whole movement, as I understand it, in excess of 2,000 
miles? 


A. I can't answer that, but I pelieve it is a 
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* ANGUS. STONEHOUSE & CO. LTD. Roblin, cr-ex 4326 
TORONTO. ONTARIO (Smith) 
long haul. 

Q. Mr. Premier, on page 52 of the statement 
which you so ably presented this morning and this after- 
noon, there is a quoation from page 278 of the Turgeon 
Report in 1949, and it is dealing with the proposed 
coordination -- I think it appears at pages 52 and 53 -- 
a proposed coordination was suggested, coordination 
between the province and the federal government for 
the furtherance of a national transportation policy. 

Now, I just want to carry that one step further 
and ask you to recall that in 1949 at the time that the 
Turgeon Report was written, the authority of the Par- 
liament of Canada for interprovincial and international 
trucking had not yet been established. Now, you recall 
that case in 1954? 

A. Yee, 1 do. 

Q. And that since the determination of that 
matter and the passage of the Motor Vehicle Transport Act, 
this province along with others is, in fact, cooperating 
very extensively in connection with regulation of truck 
transportation in Canada and that you have, sir, I be- 
lieve, a board which regulates and controls international 
and interprovincial trucking as weil as intra-Manitoba 
trucking? 

Ro) wee, 

Q. You also have, I understand a board that 
regulates the matter of rates? 

A. yes. 


THE CHAIRMAN: Within the province? 
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THE WITNESS: Within the province. 


THE CHAIRMAN: Mr. Hume? 


CROSS-EXAMINATION BY MR. HUME: 

Q. Does that Board regulate any interna- 
tional or interprovincial truck rates that are within 
the province, so to speak, in the geographical limits 
of the province? 

A. You are asking me to state something that 
I would like to be advised on before I give a positive 
answer, but to the best of my knowledge they regulate 
their activities to the movement within the province 
of Manitoba. 

Q. So that the rate regulations that are in 
force in this province relate only, so far as you are 
aware, to the intra-Manitoba traffic? 

A. I can't answer that categorically; it may 
have something to do with interprovincial or interna- 
tional traffic in so far as that operation within the 
province is concerned. I am sorry I cannot give you 
a definite answer. 

Q. Tnat is all right, I am just seeking it 
for my own information. Now, one other question; I 
think it would be a matter of interest to this Commissio 
to know that Manitoba along with the other provinces 
has inaugurated the system of provincial cooperation 
by reason of conferences on this same very problem of 
regulating the truck aspect of international and 
interprovincial traffic? 


A. Yes, we do confer with our other. 
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provinces, 

Q. there is, in fact, I believe, an organiza- 
tion set up in which Manitoba has taken a leading part 
in assisting in the organization of this interprovincial 
organization? 

A. I believe that is so, 

Q. Now, Mr. Premier, in connection with 
page 2 of your submission, I have an inquiry with 
respect to the bottom three lines, and you are dealing 
there with the events leading up to the formation of 
the present Royal Commission, and I am quoting from 
your brief at paragraph 5 at the second sentence: 

"They" -- indicating the province -- 

"They indicated that since 1948 freight rates 
had been increased by a cumulative total of 
157 per cent.” 
I wondered whether or not what you meant to say was 
that the permissive increases are 157 per cent, but 
that the actual increase by reason of the agreed charges 
and competitive rates is considerably less than that? 

A. Well, I think that is the case, but I 
think in the case of some items that it has increased 
at a full permissible total, owing to the fact of 
captive traffic, but where you have a competitive 
situation it may have been possible to increase that to 
the full percentage, and that is one of the points that 
appear in this matter of horizontal increases. 

Q. As I read this, and perhaps I read it 


incorrectly, it appears to me that what you are saying 
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is that the total increase was 157 per cent, but I don't 
think you mean that? 

A. No. 

Q. I just wanted to clear that point up. 

A. That is right. 

Q. Then, my final question relates toa 
figure that you show at the top of page 3 and in which 
you point out that the captive traffic, as you have 
called it, represents about 32 per cent -- as my friend 
Mr. Brazier has pointed out -- of the revenue, 32 per 
cent of the revenue. Now, Mr. Premier, I put it to you 
that that is a decreasing figure over the years, and 
that not so very long ago it was 50 per cent and not 
very many years before that it was even higher? 

A. I am sorry, I must say you are right. 

Q. And the captive traffice is decreasing 
by reason of competitive influences that are being 
brought to bear on the railways? 

A. I believe that is right. 

Q. Would you say, sir, that the people of 
your province are benefitting by the force of com- 
petition being brought to bear upon rail rates? 

A. I think everybody benefits by that force, 
sir, and we do, amongst others. 

Q. And would you say that in the ten years 
since the last Royal Commission that the system of rates 
to which you referred earlier and the growth of the 
trucking industry in this province has produced lower 


rates, in that there are more competitive rates being 
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put into play by the railways almost every month? 

A. I think there is much in that point of 
view, and the Minister of Industry and Commerce hopes 
to deal with that in his presentation. 

| Q. I will save any further questions I have 
for him. Thank you very much, 

THE CHAIRMAN: My... Sincialy? 

MR. SINCLAIR: Well, sir, before I. start, 
and with the Commission's approval, I see it is one 
minute to four, and I am not very often engaged by 
the Prime Minister of Manitoba, and I am sure that I 
cannot have the chat I wish to have with him in one 
minute. 

THE CHAIRMAN: We will go on; we will stay 
late. 

MR. SINCLAIR: I would be very happy to 
start, and I will try to phrase my questions to the 
Prime Minister in such a way that he can answer them, 

THE CHAIRMAN: We will go on for half an 


hour. We have a programme that will not fit in. 


CROSS-EXAMINATION BY MR. SINCLAIR: 

Q. I represent Canadian Pacific, Mr. Prime 
Minister, and my name is Ian Sinclair, and I first 
would like to recall to you a question that you answer- 
ed to the Chairman and that is that in your opinion 
the railways were essential to the economic well-being 
of Canada, You would agree with that? 

A. Decidedly. 


Q. And you would also agree that railways 
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should be financially sound? 

A. I think that is true, 

Q. And you would also agree that for rail- 
ways to be financially sound they must be efficient? 


A. I think that is so. 
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Q. And, fundamental to your thinking, Mr. 
Premier, would be that efficiency is brought about by 
profit and losses? 

A. I think that that may have a very im- 
portant bearing on the matter, but there are many con- 
siderations that go into the development of efficiency. 
Certainly, technological changes may or may not be 
related to the proper motive. We see them taking 
place in socialist countries, I must confess. 

Q. But would you think that the fear of loss 
and possibilities of profit implicit in the profit and 
loss system is the best system for our country? 

A. yes, I do, but one has to recognize that 
in many aspects of our life the question of cost is 
simply a matter of passing it off to the ultimate con- 
sumer. We see that in administrative processes: all 
over the continent. 

Q. But you know of no better incentive than 
profit and loss in that system? 

Ais I think it is a very good incentive. 

Q. . But you know of no better? 

A. I don't know why you are trying to develop 
this point with me, but I will content myself by saying 
I think it is a very important one. 

Q. But you still don't know of any better? 

A. I know of one motive which should never 
be absent from our minds, and that is the question of 
public interest, and that bears greatly on the matter 


of efficiency. 
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Q. Don't you think public interest is best 
served by profit and loss? 

A. Not necessarily and automatically, I am 
afraid. Lord Shaftesbury would never have bothered to 
pass his Factory .. Acts if that had been the case, 

Q. Mr. Premier, you made some reference to 
Lord Shaftesbury, and in your submission you also made 
some reference to the thirties: you quote: from the Duff 
Report and Jackman's book having to do with the thirties. 
Box; your vision is not a return to the hungry thirties. 
in the immediate future, is it, Mr. Premier? ; 

A. I think you can say the answer to that 
is "No"; I do not wish to return to the hungry thirties. 

Q. And you don't think you are going to 
return under stable government? 

A. It is my gies conviction that under the 
present administration we will do well. 

Q. Would you agree that under any type of 
government Canadians can look forward to continuing 
expansion, to greater prosperity and greater volume of 
trade? 

A. I sincerely hope that is right. 

Q. Would you also agree that the situation 
in Canada is markedly different than it wasin the 1930's? 

A. That is true. 

Q. And would you agree that as a result of 
what has happened since the 1930's, and what is happenin 
in the last few years, and what you look forward to 


happening in the immediate future, that Canada has 
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largely grown into the railways? 

A. Well, if you are trying to say that the 
experience of the thirties has no relative lessons for 
today, I would not agree with you in that respect. 

Q. No, I am not trying to say anything. I 
am trying to find out what you are saying. What I am 
saying to you -- and asking you the question -- is this: 
would you not agree that since the 1930's the expansion 
that has taken place, and what may be expected to take 
place under stable government, Canada has largely 
grown into its railways? 

A. I think that if you are meaning by that 
that we have more use to make of our railway system 
now than then, I think that is perfectly true, but I 
‘want to know what further conclusions you ask me to 
draw from that general statement before I accept your 
argument too far. 

Qo I am not arguing, sir. I am just gettin 
what you think on the record. 

THE C HAIRMAN : Well, you are getting close 
to arguing, Mr. Sinclair. 

MR. SINCLAIR: I will try, sir,to keep out of 
that area. 

Q. In regard to business principles, Mr. 
Premier, will you agree that the railway business is 
no different from any other business? 

A. No, I would not agree with that at adil. 

Qe In what respect is it different, as a 


business? 
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A. Because the railway business has been set 
up in Canada for a specific purpose in serving the 
national interest as conceived by the Fathers of Con- 
federation and others. It is not an ordinary business 
in the general sense of the term, It is an interest 
of national policy. Without the railways this country 
could not exist as an economic entity. I don't think 
you can say that about any other particular line of 
business in general, 

Q. But outside of its great importance to 
the national interest -- what did you say, Mr. Mauro? 

THE WITNESS: He is giving me some well con- 
sidered thoughts which, if necessary, I will pass through 
the filter of my own mind. 

THE CHAIRMAN: Go ahead. 

MR, SINCLAIR: Qo The question I was asking 
was, outside of being more important than most businesses 
to the national interest, basically there are no differ- 
ences in the railway business than any other business; 
would you agree? 

A. If you are talking of the railway business 
in a technological sense, there may be something in what 
you say, but in my view of the matter it is not possible 
to take away from the body of the railway structure in 
this country the concept of the national interest. I 
think it is not possible to do that. 

Q. But that "in the national interest" is 
best served by efficient railways? 


A. It is best served by two things: efficiency 
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and service to the people whom it is designed to benefit. 

Q. And it is not designed to benefit all 
Canadians? 

A. I trust it is. 

Q. And included in that would be the people 
who work for the railways? 

A. Oh, yes. 

Q. The people who have invested their moneys 
in the railways? 

A. Oh, yes. 

Q. Would you agree, Mr. Premier, that the 
maximum benefit to Canadians from their rail transpor- 
tation system would be one where there would be a 
maximizing of the movement of traffic on the railway? 

A. I doubt I would put it quite that way. 

I would say the element of service to the people wanting 
to use the railways is very important. 

Q- Let me put it this way and see if you 
agree: that the maximum benefit to Canadians arises 
from the freest possible movement of its commerce to 
export positions? 

A. I think that is very important. 

Q. And would you also agree that by the 
maximization of facilities the lowest unit cost is 
provided? 

A. That might -- yes, I think that would 
be correct, 

Q. .And would you agree that differential 


pricing is a fundamental concept in our economy? 
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A. Explain that concept a little further, 
please. 

Q. Well, it is the kind of pricing they use 
in the automobile business, 

A. Well, that is a kind of good horse trade. 

Q. I thought it was a businesslike approach 
to move cars. 

A. You have never tried to trade for a used 
car or you would not make that statement. 

Qo I have tried, but was never very success- 
ful in getting a good deal, because they seemed to be 
all working against me. 

A. I can make some recommendations to help 
you. 

Q Now, Mr. Premier, you do agree that basic 
to this economy is differential pricing? 

A. yes. 

Q. And that those principles of differential 
pricing are fundamental to our economy and bring about 
the greatest good to all? 

A. I want you to go back and develop your 
concept of differential pricing. 

Qo You don't understand what it means? 

A. I am afraid your reference to the auto- 
mobile industry was not sufficiently inclusive for me 
to understand. 

Q. You don't understand what differential 
pribing means? 


A. I am asking you if you would be good 
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enough to explain, 

Q. Well, the economist will give you the 
answer. 

A. Well, I am sorry to disappoint you, but 
I can't even read it. You had better go ahead. 

Q. Let me help you; I will see if I can read 
it. 

A. You carry on. We have enough trouble 
with our own side here without --- 

Q. Well, Mr. Premier, let us talk about some 
individual matters. All traffic should not pay the 
same per ton mile? 

A. I think that is one of the accepted 
principles. 

Q. And that the rate of traffic should re- 
flect: inssome degree the characteristics of the traffic 
and its value? 

Bi. I think so. 

Q. And would you agree also that the ability 
of traffic to move freely without a hampering effect is 
an important matter in rate-making? 

A. Yes. 

Q. And that all these factors are taken into 
account in fixing the rate? 

A. Well, I wish they were, but I am not 
altogether certain that all those factors are taken 
into account -- at least to the degree that some of us 
might wish. 


Q. But it is basic to our system in rate 
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A. Yes. 

Q. And you are in favour of that continuing? 

A. I think so. 

Q. You made a page 3 reference to a little 
document we have seen before, Mr. Premier; it is a table. 
You also have made note of the fact that yow were at a 
certain in camera hearing in Ottawa very redently -- 
within the last couple of years? 

A. Yes, I had an opportunity to admire my 
honourable friend in action that day as well. 

Q- Well, I don't know whether you remember 
that the position was that international rates had 
already taken their increases and that is why they were 
not taking a part of this, because that was the way 
those types of rates were increased; do you remember 
that? 

A. No, I don't recall that, but I accept 
your statement. 

Q. So, in preparing this statement if you 
remove international overhead, import-export and other 
related traffic, it would have a changed effect on the 
32 per cent to which you refer? 

A. Yes. 

Q. And also it would have a changed effect 
if the statutory and related rates on grain moving to 
export positions in western Canada were placed, we will 
say, on a level twice their existing level, and could 


bear part of the increase; that would have a material 
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effect? 

A. Obviously if you increase any other rates 
it would certainly alter the chart. 

Q. Did you have a look,before you prepared 
this, at an exhibit known as Exhibit 93 in this proceed- 
ings? | 

A. I haven't personally examined Le, RO. 

Q. Now, “payments under the Maritime Freight 
Rates Act are given for the assistance of shippers in 
the maritimes"; I think that is what you said? 

A. What page are we on? 

af Page 8. My question is, would you agree 
that payments under the Maritime Freight Rates Act are 
payments given for the assistance of shippers in the 
Maritimes? 

A. Yes. Diamond Junction, I think, is the 
point. 

Q. And would you also agree that the bridge 
subsidy is assistance given to shippers for the movement 
of certain commodities between eastern and western 
Canada? 

A. Yes 

Q. And would you also agree that subventions 
on feed grains and coal is assistance given to the 
shippers of those commodities? 

A. No, I think the assistance is given to the 
livestock producers in British Columbia, Ontario and 
Quebec, not to the producers of grain in western Canada. 


I presume you are talking about that subsidy? 
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Q. Let us take the feed grain subsidy: you 
don't think the feed grain subsidy is an assistance to 
the shippers of that commodity? 

A. I think, fundamentally, it helps the 
producers of the livestock that consume that grain. I 
would not deny there may be some peripheral advantages to 
others. 

ee Peripheral? 

A. That is the word I used. It may not be 
very good. 

Q. You don't think it is basic to the 
shippers of the grain? 

A. No. 

Q. >You think it is for the assistance of 
the receiver? 

A. I believe that is the main purpose of it. 

Q. Coal subventions for the movement of coal? 

A. I am not able to make any comment. 

MR. MAURO: I wonder, Mr. Chairman, if Mr. 
Sinclair heard me on two occasions this morning say that 
we are going to place people in the stand who will give 
Mr. Sinclair the position on the specific type of 
movements, and the opinions as to those movements. 

As to whether or not the Premier has to go through each 
category and be asked what he thinks as to who is 
benefitting under this and that -- I think it is unfair. 

THE CHAIRMAN: I would think that the question 
directed to the Premier should be general more than 


specific. 
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MR. SINCLAIR: I think I am trying to keep 
them that way, sir, and I think he has indicated that 
he can certainly look after himself, as every other 
Manitoban can, 

THE WITNESS: Touche, 

MR, SINCLAIR: Q. Would you agree, Mr. 
Premier, that the roll back that you made reference to 
-- the roll back from 17 to 10 per cent -- is also 
assistance given to the shippers of the commodities 
to which that roll back applies? 

A. I think that is correct. 

Q. We could agree, could we not, that in the 
light of the matters we have just discussed it is an 
established policy in Canada that where assistance to 
meet transportation cost is to be given it is to be 
given to the shippers or on their behalf? 

A. yes, I think that is so, but I also think 
that none of these subsidies are given without a thorough 
examination of the whys and wherefpres. 

Q. Will you agree, Mr. Premier, that the 
United States and Great Britain are more highly indus- 
trialized than Canada? 

A. I think that might be so, but I have no 
direct information that would allow me to answer your 
question, 

Q. Will you also agree that the United States 
and Great Britain have much larger populations than 
Canada, both absolutely and in relation to their land 


mass? 
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A. Indeed I would. 

Q. And that Canada processes a smaller pro- 
portion of its exports than do other countries such as 
the United States and Great Britain? 

A. I: think that would be true in respect of 
those two countries. 

Q. Will you also agree, Mr, Premier, that 
Canada exports a larger proportion of its total pro- 
duction of raw material and finished goods taken together 
than does the United States or Great Britain? 

A. I would agree with that. 

Q In the light of those answers and those 
facts we have discussed and agreed upon, would you expect 
that transportation costs in Canada in relation to gross 
national product, the total volume of production, or 
any other general index, would be higher in Canada than 
in the United States or Great Britain? 

A. Well, they may be higher for those reasons, 
but also for other reasons, namely, the geographical 
character of our country. If all the tet shippers 
were situated on the ocean, as they are in some countries, 
it would affect the situation. 

Q. What countries do you have in mind? 

A. Australia is a good example. 

Q Do you know what the transportation 
charges are for a wheat shipper in Australia to the mar- 
kets in Great Britain? 

A. No, but they are extremely low. 


Q. Do you think they are lower than for the 
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people from Manitoba to Great Britain? 

A. Well, I would venture to say they would 
compare rather favourably, because most of the wheat in 
Australia is grown in the State of South Australia 
fairly adjacent to the ocean ports, and also in 
Queensland where there is a journey of probably ninety 
miles from the Darling Downs to the port of Brisbane, 
and one knows what sea rates are for grain. 

Q. You think the grain growers in Western 
Canada have a difficult job in marketing the grain in 
relation to their competitors? 

A. One only has to look at our surplus to 
see we have a difficult job in marketing grain. 

Q. And they have a difficult job in that 
regard because of the nationalistic policies of the 
grain-producing areas in Europe? 

A. There is a whole fund of reasons why the 
grain marketing situation is difficult; of that there is 


no doubt. 


nt one bms adieg as800° ae 2 | 
yweontn yldsdetg to ceerwoy 8 al ered sty. ba canoes | 
enedeli® Yo dxog end oF anwod gatiued ent mor? colin | j 
MSIQ 10d ets setst s98 desiw ewoml eno bre le 7 
meveew mt eteworg atera edd saints? sox. .9 ee | | 
nt nterg edt gatteduem mt dot tsokith s eved sbansp | 
ferostdequon ated? o¢ ottsler | 

oF euiquue ago de 100k oF asd yino enO 861A | 
Kigty items dot tivorrite 8 eyed ew eee | 
tert nb dot duobttsb # evedyedd bak .o glen 
83 20 Retotiog oLdntisnolsean sat 10. s2uscsd) brsge, 
| | Seqouul nt agers gatoubotq-aterg: 

eit yilw eanozset to bavt eLorw 6 at onsat A 


| &f exedd steric to phiwoltteb et nolgsutia anitedtam alesis 


~tdwob on 

: he 
«ass ia 
~ : j€S i - 
" BS i) : 
| o 1 
2g 7 7 

im jas 

de es oe 

ae oe Ta? om ow PL. me riabiees q vod 


wild taleég ego 12 


“ ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-ex 4345 
NTO. ONTARIO (Sinclair) 


Q. And, also, because of the policies adopted 
in other large export countries like the United States 
where there is dumping wheat into consuming markets 
overseas? 

A. That has been a difficulty in some in- 
stances, yes. 

Q. And the position of the Western Canadian 
farmer, therefore, is that his economic position at this 
time is such that he is in a difficult position in regard 
to marketing his total crop? 

A. Yes, I think that is so. We are not able 
to market it easily. 

Q. And so, therefore, in view of the tremen- 
dous importance to the Western Canadian farmer, his 
situation is one of concern to all Canadians, or should 
be? 

A. neobae would dispute that. 

Q. And anyone that can propose something 
that would enable the Western Canadian farmer to continue 
to market his crop under favourable conditions should 
receive the support of all Western Canadians? 

A. Provided that it is in the general 
national interest. One could imagine a variety of 
proposals that could help sell our grain crop which 
would not be in the national interest, and which 
responsible people would not care to support. 

Q. As long as it would be in the national 
interest, you would agree with my statement? 


A. It would depend on the exact statement 
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and the proposal that was going to be put forward. I 
think I can recognize the one which you would be willing 
to suggest, and I think that is a matter which would be 
open to question. You see, I have to anticipate where you! aré 
before I answer your question. 

Q. Well, I don't think you can --- 

A. I am only going by what I read in the 
press. 

Q. I rather think we would get along faster 
if you would not anticipate where I am going, because I 
eenerally don't go where people anticipate me to. 

A. Well, your questions are phrased in 
such a way that they don't permit a Yes or No answer. 

I have stopped beating my wife. 

Q. If I asked anything like that, I would 
ask those questions to be struck off the record. 

Now, in relation to our discussions earlier 
about the situation of the position of Canada in relation 
to Great Britain and the United States, what is the point 
that you are trying to make at page 9 when you compare 
the proportion of transportation costs to the gross 
national product for Canada versus the United States, 
and Canada versus Great Britain? 

A. I think we are trying to underline the 
importance of this inquiry. I think that is one of the 
main points we want to make . 

Q. I was wondering if you weren't trying 
to underline the importance of railway transportation 
in this country? 


A, I think that would be an equally valid 
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point to make, 

Q. And in paragraph 26, at page 9 -- in 
that paragraph you have calculated the transportation 
costs of the prairie provinces on the basis of the 
average cost per capita of transportation in the 
prairie provinces being equal to the average for all 
Canada. Correct? 

A. I haven't got the place, but I presume 
you are quoting from the brief, or paraphrasing it. 

Q. Paragraph 26. 

A. yes, yes. 

Q. At pages 19 and 20 of your brief you 


suggest there are other rates in the rate structure 
| 


N 


at the same level or lower than the level of statutory 
rates on grain and grain products, and you also suggest 
that these can be found by looking at the average revenue 
per car mile. Pages 19 and 202 

A. yes. 

Q. Are you seriously suggesting, Mr. Prime 
Minister, that in determining a reasonable rate level 
it should be based on the average revenue per car mile? 

A. I don't know whether I am qualified to 
answer that particular question. 

Q. You wish that question be put to someone 
else? 

A. I think that when our substantive case 
is made in Ottawa we will be able to discuss that. 

Q. Is Mr. Stechishin being called in Ottawa? 


MR. MAURO: That is not any of my friend's 
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business -- whom we will be calling as a witness. He 
will be given notice. 

MR, SINCLAIR: Q. In other words, someone 
other than you will be answering that question? Is 
that what you mean, on advice of counsel? 

) MR. MAURO: That is right. 

MR. SINCLAIR: Q. You referred to movements 
of grain in Canada at rates as low as statutory. Do 
you say that? 


A. Yes, that is paragraph 48. 


Q. Yes? 
A. yea’, 
Q. In Canada, you say? What have you in 


mind there? 

A. I think I can give you that material. 

Q. Is that the Bay grain rates you have in 
mind? 

A. Which grain rates? 

Q. From the Bay ports to Saint John on the 
Canadian Pacific? 

A. Yes, those are the rates. 

Q. The one you have in mind is the movement 
from the Bay ports to Saint John? 

A. Yes, I believe that is the one referred 
to there. 

Q. Do you know that the movement of grain 
from the Bay ports to Saint John on the Canadian Pacific 
invglves less than five per cent than the revenue de- 


rived from the movement of grain at statutory grain 


) 
a 
| 
| 


nr ate 


fy tal a ibs 

: Py _ me) tath : , fa’ Ale ; us a 

at oa ff 7 en 
ay At tbe eh fe 


ft #0 -ev.en danlW 


“Eetraiam tone se, seta) Zsa 

= glk: eveal, yoy aotes olety. yas edd baad at 
fasts: aterg dotdw 

add mo adol datae mi adrog Yet. ond, moxh 


yt 9 ry! % 5 . -- 
ears a bids a pete Ai’. Dat he 


| tam yo soca rk 
lt oe aaa a 


fyse a al. 


7 ‘7 ‘ WD al 
i iki Avie m) 


ing } Yh 


fa see f ay, 
me Pct 


ABE Fc meh 
toh ee 
sD ry 
> Shaka 
aA 
P 


folites4 asibsaso 


-8OtBt Sie O18 ORE: eaaY,. 
dereme vom ssid st boot ot “nee HOY ano onT 


-® 


endo’. wals@ o¢ attog ys ert mot? 


bherirsiex eno. sat ab tact eyelfed I ,aey 


aisig to jnsmsvom end dad? wen Boy of 


+A 
8 


ofilost ssibens) sat. co adel galee oF avaog ysd ent mor? 
veh sunoved edt Agde #a99 waqievetinadd amet sevsovn! 
aketg yrojutsts ta ntarg 20 ¢taemevoment\mor?t devia 


“ ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-ex 4349 
TORONTO, ONTARIO (Since lair ) 


rates in Western Canada? 

A. It may be so, but it does not alter the 
argument, 

Q. You are saying as a matter of principle 
that you want to deal with this issue, in one case, 
dealing with the statutory grain rate between, say, 
thirty-five million and forty-million on Canadian 
Pacific, and the other case, one and a half to two 
million dollars on the Canadian Pacific? Is that 
your position? 

A. Our position is that if anyone wants to 
discuss what they term, I think incorrectly, 
depressed rates under the Crow and the statutory rates, 
we would like that discussion broadened to all other 
rates which might be determined to be depressed, They 
not only include the shipments of wheat from those ports 
to Saint John; they include some other matters mentioned 
in the brief. 

Q. You think that the railways should make 
certain that they are getting a just and reasonable 
level of rates on the movement of grain from the Bay 
ports to Saint John? 

A. I think that all these matters would need 
to be put together, and I would object to one particular 
part of the situation being considered, and aos consider- 
ing the rest. 

Q. When I asked this question, when you had 
the transcript in front of you, did you also note that 


the railways were at this time considering that grain 
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movement? Did ibe know that they were, from reading 
the transcript you had in your hand? 

A. I didn't have any transcript in my hand, 
Mr. Chairman, that I know of. 

Q. Well, Mr. Mauro is handing you a transcrip 

A. I think that when Mr. Mauro gets to Ottawa 
you will be able to ask him that question. 

Q. I am asking you. Did you know that the 
railways were considering? 

A. I am not aware of it, unless you tell me, 

Q. I will put it on the record that there is 
that evidence. | 

A. I hope you will broaden that statement 
some day to include all the other items that come under 
this particular heading. 

Q. Rates that are as low, or as low as the 
Crow rates? 

A. Rates that are voluntary depressed rates. 

Q. May I ask you what rate other than the one 
we have just talked about, from Bay ports to Saint John, 
that you know are comparable to Crow rates? Do you 
know any? 

A. I am not interested in trying to tell 
you or the Commission that rates are comparable, to use 
that term, to the Crow. I am merely interested in 
drawing attention to the fact that there are rates 
which appear to be voluntarily depressed. Whether or 
not they are depressed as far as you allege some others 


to be, I leave for examination, 
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Q. Right. Mr. Prime Minister, do you 
know that the rates on grain from the Bay ports to 
Saint John have been increased a number of times in 
recent years as changing conditions and costs of 
transportation require? 

A. I would accept your statement for it. I 
do not know it myself. 

Q. In answer to Mr. Dickson, you suggested 
that the Commission should look at the domestic grain 
rate, Do you recall agreeing with Mr. Dickson in that. 
regard? 

A. I don't think he asked me if we should 
look at domestic grain rates. I think he brought the 
matter to my ecubian that the grain rates were lower. 

Q. Do the farmers pay these domestic went 
rates? 

A. I would have to give that consideration. 
I am not prepared to answer that. 

Q. Well, farmers in Manitoba, Alberta and 
Saskatchewan all sell their grain on the basis of the 
Fort William or Vancouver price less the freight from 
their selling point to those gedniee is that not 
correct? 

A. You can get into quite an argument as to 
who pays it -- whether taxes are paid by the person 
paying directly or passed on down through the line. 

Q. On grain, you are not suggesting that 
domestic grain rates being on a different level from 


export rates changes the amount that the farmer receives 
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when he brings his grain to the elevator for sale at 

a shipping point; are you? 

A. I am not making any suggestion of that 
sort. I will have to say that I cannot answer that 
question categorically, and I would like to examine that 
matter, because I am not sure just how far these charges 
enter into the pooling operations that the Wheat Board 
operate. You might ask that question of someone more 
skilled in that trade. 

Q. Now, Schedule D on page 21. Do you 
suggest that this Schedule,plus Schedule E, shows that 
pea ros is penalized in the matter of freight rates? 

A. I would say that our freight bills are 
higher in the Province of Manitoba. I think that is 
what the schedules purport to show. 

Q. Now, Mr. Prime Minister, I do ay want 
to ask you some technical details on this, because I 
recognize that this material was supplied to you and tha 
you have not checked it; have you? 

A. I did not personally prepare the 
material, but I trust I have reasonable familiarity 
with it that if you were to ask me a technical question 
that I cannot answer I will frankly tell you so. 

Q. Will you tell the Commission whether the 
rate under the column "Manitoba" is exactly the same 
as the rating under the third column, "U.S.A."? 


A. Now, I would call that a matter that 


could better be discussed with the people who prepared 


that table. I would ask that question be kept for 
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1 

y) later on, to be answered by the person who prepared it. 

3 Q. Wouldn't you agree that if a proper rate 

4 on the same basis was not involved in the same way in 

‘ each of the three columns, the comparison would not be 

6 ce ap ay 

7 A. I think there would have to be a reason- 


8 able basis on which the figures were compiled, if they 
9 were to be comparable. 
10 Q. But any distortions would affect the 
11 comparability? 
12 A. I think that is right. 
13 Q. And you have not checked as to whether 
14 they were all prepared on the same basis, and the ratings 
15 were the same? 
16 MR. MAURO: The Prime Minister has not checked 

THE CHAIRMAN: He has said that already, Mr. 
Sinclair. 

MR. SINCLAIR: I'm sorry, Mr. Chairman. 

Q. Now, looking at Schedule E for a moment. 
You do not know how the adjustment for lengths of haul 
was applied in the preparation of this? I think you 
told that to my friend Mr. Brazier? 

A. Yes. These statements were prepared by 

I have several advisers. 

my advisers, and/I did not prepare them. lavage! per- 
sonally. 

Q. Would you tell me who is reponsible for 
the document which you say is a "most interesting docu- 
ment", and I am quoting your words? 


A. Our technical advisers prepared it. 
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MR. MAURO: Eiger third or fourth and 
final time, I trust, Mr. Chairman, everything in this 
brief, which we thought was rather fair on the part 
of Manitoba in order to advise the Commission and 
learned counsel, the entire scope of pie aenudaad ale is 
going to be presented in Ottawa. 

THE CHAIRMAN: I do not suppose there is any 
secret as to who your experts will be? 

MR. SINCLAIR: Q. Let's clear away the 
mystery. Is Mr. Stechishin or Mr. Stenason responsible 
for this document? 

A. I am sure I cannot answer that question. 

Q. Surely it wasn't Mr. Mauro that prepared 
this document? 

A. Mr. Mauro's talents are considerable. I 
wouldn't put it past him. 

Q. I certainly hope he is not ee uehiielG 
for this. 

Let me look at one of the items that you 
referred to. By the way, before I take specifically 
one, the one you mentioned was copper, nickel. ores 
and concentrates; and you emphasized that, Mr. Prime 
Minister, 120 per cent disability for Manitoba? 

A. Yes. 

Q. Let's take a look at salt. That salt 
that is moving from Manitoba -- is that household salt? 

A. I don't believe I referred to salt. 

Q. I know. It just happens to be a little 


more than!120 per: cent. 
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A. Oh, yes. I see it. 

Q. Is that household salt? 

ae Well, we have a salt manufacturing plant 
at Neepawa. 

Q. And it manufactures largely household 
salt? 

A. I cannot answer that question, It may 
be agricultural salt. 

Q. Would you think that most of the salt 
that is moved in other parts of the country would be 
highway salksand industrial salt, in larger proportions, 
at least, than were coming out of Neepawa? 

A. I don't think I referred to salt. 

Q. I am asking you would you think that 
that would be the fact? 

A. I'm afraid I cannot answer that question 

Q. And if it was -- will you make the 
assumption of it, that if this salt that is moving in 
other parts of Canada consists of a large degree of 
industrial salt and highway salt, then the amount to 
and from Manitoba, that would certainly explain some 
differences in the freight rates; wouldn't it? 

A. Well, I would have to examine the detail 
of your statement to know what to answer. 

Q. In other words, you would agree with 
me that you have to know a lot of things before you 
can draw any real conclusion from Schedule E? 

A. Not only would I say that, but I would 


say we are prepared to give an answer about a lot of 
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things when we get the information from the railways on 
some of these cost problems that we have. 

Q. Well, for instance, let's take the one 
you did mention -- that was copper, nickel ore and con- 
centrates. 

THE CHAIRMAN: I think we had better think 
about adjourning, Mr. Sinclair, and ctane we are behind 
our schedule, can you be ans in the morning, Mr. Prime 
Minister? 

THE WITNESS; I am naturally at the disposal 
of this Commission, but I would very much appreciate 
either a few more minutes now or meet as early as you 
would like in the morning. While I am naturally at 
the disposal of the Commission, I do have other commit- 
ments. 

THE CHAIRMAN: Would nine-thirty in the morning 
suit you? 

THE WITNESS: yes, I will be on hand. 

THE CHAIRMAN: Thank you. Will that be all 
right,” Mo. Sinclair? 

MR. SINCLAIR: As the Commission pleases. 

THE CHAIRMAN: We will adjourn until nine- 
thirty tomorrow morning, and --- 

MR. MAURO: For the information of my learned 
friend, I am calling as my next witness Dr. Morton, on 
the precis of evidence on railway rates and national 
policy 1849 to 1959, as Dr. Morton, as soon as the 
Commission is finished with him, has to get back to the 


university. 
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THE CHAIRMAN: You are calling him before Mr. 
Parker? 

MR. MAURO: I wanted to get through Dr. 
Morton's testimony as soon as possible. 

THE CHAIRMAN: We will adjourn until 9.30, 
and possibly sit in the evening as well. 

MR. SINCLAIR: Before the Commission rises, 
in view of what you have just said, and I did notice 
what you said this morning, I wish the Commission to 
assist counsel -- and I am certain I am not only speaking 
on my own behalf in this regard -- that they would direct 
people who are going to file briefs to please try to get 
them in two weeks in advance so that counsel are not 
put under this tremendous pressure of getting them just 
a few days before they have to deal with them. 

THE CHAIRMAN: We gave directions, as you know, 
in that connection, and human nature being what it is, 
unfortunately people are leaving it until the last minute, 

MR. SINCLAIR: Well, Mr. Chairman, the position 
I am in is this: in view of the way they are coming to 
us, I do not see that I should, unless I am forced to 
do so, ask the witnesses to stand down so that whatever 
assistance I can be to the Commission in cross-examining 
them would have to be deferred; Particularly, with a 
busy man like the Prime Minister of Manitoba, I cer- 
tainly feel that we should all cooperate in letting him 
get back to his regular duties, but there are people who 
are presenting material that we may have to ask to stand 


down. 
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THE CHAIRMAN: I agree there is no excuse 
for some of the people not getting their briefs filed, 
but we will have to deal with those as they come up. 


MR, SINCLAIR: Thank you, sir. 


---Adjournment. 
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Winnipeg, Manitoba, 
Tuesday, 
February 9, 1960 


-~--On resuming at 9.30 a.m. 


THE CHAIKMAN: Gentlemen, it is now nine- 
thirty so we will start. The Commission is prepared 


to proceed with despatch. 


HONOURABLE DUFF ROBLIN, resumed 


CROSS-EXAMINATION BY MR. SINCLAIR (Cont'd): 

Q. Mr. Prime Minister, at the adjournment 
last evening we were discussing the commodity group of 
copper. and nickel in reference’ to your Schedules D and E, 
concerning which you made special reference during your 
testimony to the Commission. 

Did you know, Mr. Prime Minister, that the 
1958 Waybill Analysis, upon which your data is based, 
covered the movement of 411 cars in this commodity group? 

A. Copper and nickel in Manitoba? 

Q. No, the entire sample that was dealt with 
in the Waybill Analysis was 411 cars? 

A. I am not aware of the quantity, but I do 
know that at the Little Lake copper and nickel mining 
operation, they all shipped their concentrates from that 
location to Fort Saskatchewan in Alberta for refining. 

Qe That is right. 

A. That may be the only one in Canada, for 
all I know. 


Q. The entire study was based on 411 cars, and 
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the significant thing, sir, is that that Waybill Analysis 
shows 379 of those 411 cars all moving in the east, only 
moved an average of 16 miles; did you know that? 

A. No, I am not acquainted with that. 

Q. This would have a significant effect with 
respect to freight charges, Mr. Prime Minister? 

hy. «Wath respect to that item, yes. 

Q% And under the circumstances involved in 
a specific movement between specific destinations, you 
would agree that it is dangerous to try a generalization, 
would you not? 

A. Well, I think one has to generalize when 
speaking about the movement of freight. I am sure that 
any particular item that is under discussion can be 
looked at from various points of view, yes. 

Q. And you have to approach generalizations 
where there are particular circumstances with a great 
deal of caution; you agree with that? 

A. That has a bearing on it. 

Q. And you also referred to gypsum. You 
are aware, Mr. Prime Minister, that the movement of 
gypsum to and from Manitoba was subject to a special 
inquiry by the Board of Transport Commissioners about 
two years ago, are you not? 

A. It may have been; I am not familiar with 
it «myself. 

Q. And are you aware that there was sub- 
stantial criticism of the fact that gypsum movements in 


Manitoba were, receiving preferred preference? 
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As I am delighted to hear it if we were 
receiving favourable treatment. 

Q. You wouldn't want to have unfair favour- 
able treatment of the gypsum industry in Manitoba? 

A. I don't know what unfair favourable 
treatment is in this context. 

Q. But if the Board so found, you wouldn't 
disagree with the Board? 

A. Not necessarily; I have disagreed with 
the Board on a number of occasions, and about the 
horizontal increases, they put that in over our dead 
bodies. 

Q. We will come to that later. They may 
have been doing you a favour. 

You are not asking and would not suggest to 
this Commission that unfair advantage or undue preferenc 
should be given to the movement of gypsum in Manitoba 
as compared with the country in general? 

A. No, I don't think I would ask that. 

Q. And that the present rate in gypsum, the 
ones to which you were referred, have been subject to a 
very detailed inquiry? 

A. Well, Mr. Chairman, if my honourable 
friend is trying to draw out from me expert testimony, 
I am afraid that will be difficult because i don't 
claim to be an expert in any particular, and I think 
that our presentation in Ottawa will go into those 
matters and he can deal with it as he likes, and if he 


thinks we are mistaken that may be the proper place to 


ae Al ee 


iy 4 
) : 
at; 


ali ae ge 
~msovet “xis iny: ovsd 08 sone 9abiwow wor say a 


tusdnoo. atdy gt er scutes 
tt abiveir wOY bao? ba based. oct ae au ths) ao | Mite 
shueod scd Atte eongsetb fe ke 

Atte beomgeelh ovad I iyltrsasensa Yom ‘ea beteoga Tee 
| ett duods bas .enetasceo to redawa s 10 bisod ont. 
| bseb LUO | “‘TeVO nk teed dug vans .a9esoront Lstnostaod 
.8etbod 

Yen vont -istel teadt ot smoo iftw ow | Se i" 7 


 tisovst § yoy gntob assed evar 


a> = 


| a tasague ton bivow bos gafies toa ors voy 
Beane easiaevbs aisian Jedd co Laqtmano) ald? 
| SdGOULNEM ni memoys ‘to gnome vom ois oF re od — 
tleteneg mi yutaves edd détw bereqmos sa 
sted ves Biwow I athe ¢'nob 1 ou OA 
anit me Gwe wt ste tegeorg srit Stadt brik | «f 
8 O¢ to9bdue meod evad vberreted erew uoy doldw o¢ seno 


hte oo Sytiupal belisteb yrev 


EEN Oe A: eR Oe a A 


 yntomiteos: FIOGAS Sm MOTT JO web, ot antyrd at onebet 
dinob L eausoed:- tinohTItb ed Lhtw sacid. bievis ms I 


dati? I bas ,rslusttisq yas nt dreqxe ne ed of mtsis on 


—" 


= @e 28h 8 BBR ef aE 


seont ott og Iitw ewatd0 at nolisdneseng "WO be i ; 
od tt bas \@OiLE 9 a8 SE Adtw seb aso ed bas 


ot eoslg tSqotg edz od yom tad neusdetn sien ake, 


7 us ; 
. I f 


. ns 


* ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-ex 4363 
TORONTO, ONTARIO (Sinclair ) 


examine the matter and examine the people who are more 
qualified than I to give the answers and those people 
who know the background of the matter in a technical 
way, and which I don't claim to do, and perhaps they 
will be able to satisfy my honourable friend. 

THE CHAIRMAN: That seems reasonable. 

MR. SINCLAIR: I think so, Mr. Chairman, 
However, I feel I must ask the Prime Minister these 
questions, and I only do it because he made specific 
reference to these items when he was dealing with this 
submission. 

THE CHAIRMAN: You might relate your examina- 
tion to the occasions which make your point, and then 
leave the rest to Mr. Stechishin. 

MR, SINCLAIR: Very well, Mr. Chairman. My 
point, Mr. Chairman, so that it will be on record, is 
this, and I will not ask the Prime Minister further 
questions on it. It is that the Schedules D and E 
require close analysis and substantial knowledge before 
they can be applied, and it is our position for the 
short time that I have had them before me, that they 
do not put the full story forward. 

THE CHAIRMAN: I have no doubt that you will 
thoroughly analyse them. 

MR. MAURO: I can assure my learned friend 
they are going to go in in Ottawa and we are going to 
support them, and we allege that they do properly show 
the true situation. 


MR. SINCLAIR: I am glad to hear that, and we 


“gttomr Ste. othe aiuiini ons shinicnicihs tne 09 


ef[qoeq ssons bis ei1swens sit ovis! on te vacid 

Laolsiead: 8 oh eden edt to nonat } 
iN rh mate 

ysaid. eqnireg bens. vob ot melo d'aob % doteiw bits’ 


_ beroitn) ef éesuonodt un visiiee ot sids od | 


 Oieiiehewen anes teiT SNARES ARS aT’ aoe de 


sseuribed: .aM pou aibdd 1: :RIATOMER a on 


e 
seend sstetonlIéh sm led ej das gaum £. lest T cavewot | | 


at a 
sesh lili iit alee alanis astiw angst geent “ot sonerstet a E 
i 


2 ‘Jaq beaitiaeaade j & Pai 


~silmexe®  TwOY atslor deigtm voY | \MAMALAHS aHT Uh Oa 


. 
. 
; 
f 
. 
| 
) 
Bh Fen vee 
oe asnd: Si8-,3nlog swoy susm dolidnw anolessoo.sit.o% mots 
| atdatrioest2- 1M of dasa ong evest -|_. 
| wi. stem ted 14M .iiew yteV.° -s AITAIOME2. AM 
| al (broceas ao ed Lfiw ol gent oa  ~ataenrtedd .aM .tnlog 
i9iiqut tsdetaim oulyd odd das ton [fiw I-bas  .etad od 
Hi bas d. agivberios edt tadt-al JT .Jtt ao anoldesrp 
- StoTed sghelwon. istinavadve bas eteyfsns eeols. situpst |} 
ond sot moldtiaog swo at 3i bas ,betfqqs sd nso ysit 
Yods Jens ,em, svoted- med? bad eved I -tedd amid tvodea | 
-hbiswiel yrote Lint ens tug som ob 
Iiiw voy dant tdvob om evan I. #MAMAIAHO ANT. - a 


mond eeglens: ‘ehelgwOnOay +» iy 


1 


| an 
 bagiet denieel yw seve 89° rt ORUAM AM oa Mi : 
ff 


“~~ galas. 218 Sw bias: awa3vs0 nt ae ‘Dy 03 gntog: on h 
‘i on | a q 


* ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-ex 4364 
TORONTO, ONTARIO (Since lair ) 


will look forward to that. 

Q. Mr. Prime Minister, is it the position 
of your Government that all the freight rates meet their 
variable costs of providing service, and something in 
addition, the contribution of these constant costs? 

A. if think that would be the general position 
but you recognize that there may be instances in the 
national interest where one doesn't achieve that. 

Q. Would you agree that the contribution 
of any segment of traffic over and above the variable 
cost is a matter of judgment? " 

A. Well, I don't see why it can't be a 
matter of more than judgment. I imagine that if one 
went into it in a sufficient detailed cost analysis 
that you would come pretty close to the situation. 

Q. Is it the position of your Government 
that freight rates should be made strictly on costs? 

A. I think that is an important consideration). 

Q. An important consideration? 

A. But as I said before --- 

Q. I am sorry, is that what you said? 

MR. MAURO: Let the witness finish. If you 
haven't heard him, ask him to repeat it. 

THE WITNESS: Our view is that cost is 
naturally a very important factor to be taken into 
account in pricing any commodity. Our view, further, 
is that there are instance where that is not the sole 
or overriding consideration, the considerations which 


we described under the heading of national economic 
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policy, and that would bear on that point very heavily. 

MR. SINCLAIR: Q. When we talk of cost, 
you don't suggest that any traffic should move at less 
than its variable cost or its out-of-pocket cost? 

A. I think you would have to take a very 
close look at it before you would permit that to occur. 
Again, I repeat that there may be instances -- I don't 
know -- where the national interest might dictate Chat 
that should be done, 

Q. Less than the variable cost, Mr. Prime 
Minister? 

Re When you are talking about variable cost, 
will you explain that phrase a little more carefully for 
me? | 

Q. I would define variable cost to be the 
cost that is associated with that segment of traffic. 

A. Well, I wouldn't change my statement. 

Q. You still think that some traffic could 
more or should move at less than that cost? 

A. Well, I don't say that it could or should, 
I say that it may. Take, for example, passenger traffic; 
you can have a situation there where it moves at con- 
siderably less than what a person would like in terms 
of cost, and yet in the national interest it may be 
_ desirable for it to do so. 

Q. I will come to passenger traffic ina 
moment. Let us keep on with freight traffic for a 
moment. In regard to freight traffic, do you feel on 


pehalf of Manitoba that it should move at less than its 
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variable cost? 

A. Well, I can't answer that question for the 
simple reason that it is a generalization which I think 
has to be Aeledred to the specific circumstances. There 
might very well be an instance where I might be prepared 
to advocate that. 

Q. You don't know of any offhand? 

A. None that I am prepared to mention at the 
moment, 

Q. Did you know, Mr. Prime Minister, that it 
is the policy of the railways in pricing that if they 
ean't get their traffic to meet their variable cost and 
something in addition, that they will forego the traffic? 

A. It would seem to me under those circum- 
stances they may think that the best thing to do. 

Q. you wouldn't disagree? 

A. In those circumstances, no, 

Q. On page 30, paragraph 69, you state: 

"The Government of Manitoba favours retention 

of the Crow's Nest Pass grain rates and is 

strongly opposed to any changes in this 

contract." 
Is it the position of the Government of Manitoba that 
the Crow's Nest Pass Agreement in regard to freight rates 
should be strictly applied? 

A. I would say that is our general position. 

Q. You can agree, Mr. Prime Minister, that 
the basic measure of work done by the railways is gross 


ton miles, can you? 
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A. yes. 

Q. Would you look at} paragraph 73 of your 
submission, please, There you make reference to the 
relationship of gross ton miles to ton miles and 
revenues for grain. 

We are going now to passenger traffic, and the 
relationship is passenger train miles to revenue, and I 
have prepared a little statement here which I would ask 
you to look at with me in which I have calculated gross 
ton miles for both passenger and grain on bine same basis. 
I would ask that you accept the calculations in this 
statement, Mr. Prime Minister, subject to check by your 
experts later. 

THE CHAIRMAN: There is no weighting on it at 
all? 

MR. SINCLAIR: I have taken the basis, Mr. 
Chairman, that was adopted by the Prime Minister in his 
submission, and using his basis I have put the passenger 
traffic on a comparable basis as that which he did for 
grain. 

COMMISSIONER MANN: Is it usual to express 
passenger in gross ton miles? 

MR, SINCLAIR: Yes, the Prime Minister agreed 
that that is the basic --- 

MR. MAURO: Could we have it just for this? 

I would like to have it explained how you express 
passenger traffic in gross ton miles. 
MR, SINCLAIR: It is very simple, Mr.Chairman; 


passenger trains build up gross ton miles as do freight 
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trains, and the basic statistics of railways always 
show them. 

MR. MAURO: I would like to know how they 
build up statistics on passenger service in gross ton 
miles. 

THE CHAIRMAN: I think we are headed for an 
argument here, 

MR. SINCLAIR: Mr. chairman, I would ask to 
have the statement taken into the record subject to 
what --- 

THE CHAIRMAN: It will be taken into the 
record, and I am sure we can argue on, it later. 

MR. MAURO: I assume, having been able to 
calculate the gross ton miles on passenger service, that 
they should be able to give us the net ton miles on 
passenger service? 

MR. SINCLAIR: You want the net ton miles for 
passenger service? It could be added. 

THE CHAIRMAN: This can all: come out when the 
matter is further pursued, 

MR. MAURO: We can work out the revenue per 
net ton miles on passengers. 

MR. SINCLAIR: I wonder if Mr. Mauro, who 
seems to be rather nervous about this statement, would 
wait until he re-examines it. 

MR. MAURO: I am not nervous, but he is 
putting it through my witness and --- 

THE CHAIRMAN: Well, my experience as 


counsel and my experience with counsel indicates that 
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probably these interruptions aren't harmful. 

MR. SINCLAIR: Q. Looking at that statement 
would you agree with me that to bring the relationship 
of gross ton miles to revenue passenger into the 
same relative situation as grain moving at statutory 
rates, requires a doubling of the grain rate? 

A. You are referring to that paragraph 2 
of this statement? 

Q.- “Yes, 

A. Well, that is your calculation. 

Q. That is what the statement shows. 

Ar I don't know what the statement means. 

Q. That is what the statement shows? 

A. yes, that is what the statement shows; 
it is an exercise in arithmetic to me so far. 

Q. You may feel it is an exercise in arithme 
tic, Mr. Prime Minister; we can argue the weight to be 
given that at a later date. 

MR. MAURO; My learned friend will take 
notice that due to my excitement that he can ease my 
conscience if these additional figures are put into 
the statement. 

MR. SINCLAIR: My friend can do what he likes 
to his own witness at such time. 

MR. MAURO: It is not my witness. I wanted 
the statement completed, and he tells me that he can 
work out the cost of ton miles on passenger service, 
and we want the figure put in and we also want net ton 


miles put in. 
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MR. SINCLAIR: Q. Now, Mr. Prime Minister, 
so that there will be no possibility of disagreement 
between you and me --- 

THE CHAIRMAN: I see, Mr. Sinclair, your ques- 
tion, and the real argument between you and Mr. Mauro is 
as to whether the passengers and freight can be compared 
on the same basis. 

MR. SINCLAIR: That may be, 

THE CHAIRMAN: That is a pleasure which we 
have in store. 

MR. SINCLAIR: That may be. 

Q. Mr. Prime Minister, so that we may agree 
easily, I ask you to assume with me that a given segment 
of line has moving over it one commodity that is 75 
per cent or more of the total traffic on that segment 
of line, and you would agree with me, would you not, 
that in these circumstances the justification for the 
maintenance of the line is the traffic that makes up 
that very large proportion, 

MR. MAURO: The Province of Manitoba, Mr. 
Chairman, as my learned friend knows, has gone to con- 
siderable expense in hiring experts to discuss among 
other things the catch phrase called "basic to the 
plant" and we anticipate that we will spend a consider- 
able amount of time in Ottawa,both in our cross- 
examination of Mr. Stenason and Mr. Bandeen, and in my 
learned friend's cross-examination of Mr. Banks on this 
particular point, and I find it very difficult to 


believe that my learned friend should expect the Prime 
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up such a large proportion of the total? 


(Statement presented to witness was 


not filed as an exhibit) 
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A. It might very well be the case, but 
it need not necessarily be the case. The other traffic 
travelling over the line may be valuable in itself. 

The other traffic may make the line worth maintaining 
without reference to the 75 per cent, or, most cer- 
tainly, it would be taken into account. If, for 
example, the 75 per cent or the fact that one particular 
commodity was moved may be the justification for the 
establishment or the settlement of the whole area, in 
that case all the other traffic generated because of 
that certeinly should go to the credit of that particula 
commodity in justifying the existence of the line. 

Q. Quite so, and if the credit was given 
would you agree that the justification for its con- 
Pareate and its He eteneace is the basic traffic -- 

75 per cent -- if the other traffic is given credit? 

A. I think I made my statement clear the 
first. time. 

Q. Thank you. Is it the position of the 
Government of Manitoba that passenger train services 
should not be a burden on freight services? 

A. yes, generally speaking that is the 
suggestion we are making. 

Q. Would you agree that if --- 

A. I just correct that to observe that we 
are talking about the trunk lines in this connection? 

Q@. I would ask you to turn your mind to 
passenger services generally for the moment, if you 


would. I want to put this before you: would it be the 
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position of the Government of Manitoba that passenger 
train services should not be a burden on freight ser- 
vice? 

A. I think we would like to stop with what we 
said in our brief when we made reference to trunk lines. 

Q. Is there some passenger service you think 
should be a burden on freight service? 

A. We think we can distinguish between the 
two, and we are drawing attention to that particular 
type. 

Q. May I put my question again: is the 
position of Manitoba that passenger train service should 
not be a burden on freight’ service? 

A. The position of the Province of Manitoba, 
I think, \is: set "out ‘Invour brief, ‘and *P have’ already 
stated it. 

Q. You don't think you could give me an answe 
to that question? 

A. I do not wish to go beyond the brief in 
that matter. 

Paragraph 85 is the one that gives our view. 
May I just refer to it again: 

"As to passenger services, in this context 

we wish to distinguish between trunk line opera- 
tions and branch line operations. We are not 
in a position here to define the distinguishing 
characteristics but we are satisfied that the 
two types of operations in fact can be dis- 


tinguished. With regard to the trunk line 
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passenger services, the ideal situation would be 
one wherein the railway passenger service would 
yield sufficient revenue to meet the fully 
distributed costs of providing that service 

but since the ideal is apparently not attainable, 
we submit as follows: 

"Firstly, that the railways should continue 
to achieve efficiencies by the elimination of 
duplicate services and by whatever other means 
are available to them, 

"Secondly, as to the eevee het losses 

resulting from trunk line passenger and related 
services, if sach services are deemed to be 
in the national interest, then these losses 
should be met from the federal treasury. 
These losses for all future purposes, and in 
particular for the purpose of setting freight 
rates, should be removed from the accounts of 
the railways. The ‘national interest' can be 
determined by the Board of Transport Commis- 
sioners." 

Q. Now, in the light of all that, is it the 
position of the Government of Manitoba that passenger 
train deficits should not be a burden on freight ser- 
vice? 

A. Well, I may say nothing further than 

what I have just read to my friend. 

Q. Mr. Premier, if a passenger train run 


was in a deficit position, and the railways applied to 
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abandon that passenger train service, would you agree 
that the onus on anyone opposing the application 
should be on that man to oppose it? 

A. That seems to be an axiom. 

Q. Let me take it one step further: would 
you agree that if a passenger train service was at a 
deficit position that anyone who wished to keep it 
would carry the burden of proving that it should be 
kept in operation? 

A. I think so, particularly with reference 
to the type of trunk line operation we are referring to. 

Q. Any kind of passenger service? 

A. I think for any service, if they wish to 
abandon it, those who oppose it have to come forward 
and give their reasons, 

Q. And the onus is on them, would be your 
position, and that the service should be abandoned 
if the onus is not met by those opposing it? 

A. That is a matter for the Board of 
Transport Commissioners to decide, 

Q. I am suggesting to you that possibly 
you would agree it wouldbe in the interest of everyone 
if that were the situation? 

A. Yes, without taking into account this 
concept that we have been trying to introduce of the 
national interest in this matter. What I am trying 
to say is, I don't think the Board would consider 
solely this question as to whether or not it paid. 


They would have to consider the other circumstances, 
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Q. Well, the person who alleged that it was 
in the national interest should have the onus -- statu- 
tory onus of proving that the service should be maintaine 
and should have the statutory onus of proving 1t is in 
the national: interest? 

A. I don't know about statutory, but I think 
they would certainly be obliged to come and say what 
their reasons were. 

Q. I am going further than that; I am putting 
a statutory onus on them; would you agree? 

A. I have to consider that. I don't know 
whether I agree with it at the moment or not. 

THE CHAIRMAN: in”a “nutshell, “Mr; "Premier, 
your contention is that the national interest is para- 
mount? 

THE WITNESS: That is right, sir. 

THE CHAIRMAN: And that any branch of service, 
passenger or freight, if it is in the national interest, 
then the nation should consider in that event subsidiza- 
tion in some form? 

THE WITNESS: That is the general position. 

THE CHAIRMAN: In a nutshell that is what you 
say? 

THE WITNESS: Yes; *"siP. 

MR. SINCLAIR: Q. Have you in mind any 
passsenger train service that you think is in the 
national interest? 

A. I don't think it would be profitable to 
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trying to lay down certain policy considerations, and I 
don't think I can help my friend in trying to apply 
them to a particular circumstance. 

Q. You have not any specific example in mind 
at this time? 

A. I have none that I care to mention, 

Q. If experienced transportation people, or 
an experienced transportation person, took the position 
that there were no passenger train services in the 
national interest, would you disagree with him? 

A. Well, I have never heard anyone make a 
statement of that sort, and I don't know what sort of 
hypothetical situation you are referring to, but, it 
seems to me, one is always entitled to question the 
opinion of experienced transportation personnel, or 
experienced personnel of any sort. 

Q. Would you be prepared to question the 
experienced transportation person who would state that 
he knew of no passenger train service that was in the 
national interest? 

A. I most certainly would. 

Q. But you don't know of any specific one at 
the moment? | 

MR. MAURO: As soon as my learned friend 
divulges all the information we have asked for on 
passenger deficits, we are going to earmark any number 
of them. 

THE CHAIRMAN: We are back on the old question 
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THE WITNESS: There is one thing you learn 
in politics, and that is that the expert is not always 
right. That does not mean to say that the non-expert 
is always right, but I think expert opinion always 
profits when examined by people who are relatively 
inexperienced, The expert has a tendency, quite 
naturally, to be concentrated on the problems of his 
own calling, but it is the job of people who are not 
expert, sometimes, to bring a wider consideration to 
the problems involved. 

MR. SINCLAIR: Q. May I compliment you on 
that. I would suggest that you analyse it in the 
record and really, some time, say what it really meant. 

A. I think that is a perfectly clear state- 
ment, sir, and while I don't claim to be as experienced 
in public life as many men, that has been the fruits of 
my experience to date, 

Q. Let me ask you this, to be more specific: 
if an aeroplane, a bus or private cars were available, 
and a passenger train service could not meet its cost, 
there would be no justification, in your opinion, for 
maintaining that other than the national interest; would 
that be correct? 

A. I think that is right. I am just going 
to stop here because when my learned friend -- Mr. 
Chairman, I am being asked to make statements here in 
absolutes, and again, as a politician, that is something 
I don't like doing because I often find there are many 


considerations which are not brought out in a simple 
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question, and it would seem to be perfectly logical to 
answer in the affirmative that in most circumstances it 
would be correct, but that does not mean to say that in 
every circumstance that affirmative answer would be 
Correct, 

THE CHAIRMAN: There may be exceptions to 
every rule. 

THE WITNESS: I am afraid there ere,"sir, yes. 

MR. SINCLAIR: Q. Mr.” Premier, last: year 
. Canadian Pacific applied to the Board of Transport Com- 
missioners for authorization to abandon passenger train 
services, trains Nos. 41 and 42 between Winnipeg and 
Edmonton: did the Government of Manitoba support the 
Canadian Pacific in the elimination of the three-quarters 
or more million dollars involved? 

MR, MAURO: The Government of Manitoba did 
not support the C.P.R. nor, so that my learned friend 
will not anticipate it in the future, are we going to 
support the C.P.R. in their applications for abandonment. 
However, the Government of Manitoba did not take any 
position opposing. 

THE CHAIRMAN: Did not appear on the appli- 
cation. 

MR. MAURO: That is right. 

MR. SINCLAIR: Qs In view of your interest 
in efficient railway operation, Mr. Premier, are you 
-ceoneerned with the many months that have elapsed since 
the Board dealt with this application and has not reached 


a decision? 
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A. I don't know that my opinion is of great 
interest in this particular matter. I am not informed 
as to the reasons for the delay, and I feel any 
eriticism from me on this point would be entirely 
gratuitous. 

Q. You are not concerned with long delays 
after hearings into all the merits? 

A. One must allow the judges to judge. 

Q. You would agree, would you, that before 
a decision was made as to the abandonment of any branch 
line all traffic moving over that branch line should 
be moving at just and reasonable rates, and credit 
for such a level of revenues should be taken into 
account? 


A. I am sure that those are technical 


matters concerned with the abandonment of a branch line 
on which I have no right to state an opinion. As long 
as my friend will include my concept of the national — 
economic interest, then probably he and I will not 
disagree too much on the technicalities of the opera- 
tion. 

Q. Let me put this to you again, Mr. 
Premier: I know you are trying to be helpful to the 
Commission, In considering the abandonment of any 
branch line, revenues should be based on just and 
reasonable rates for the traffic moving over that 
branch line; do you agree with that? 

A. Yes, if you are willing to define the 


expression "just and reasonable rates", Those are 
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concepts which are very intangible. 

Q. The just and reasonable rates I have in 
mind are those that meet the variable cost and a fair 
contribution to constant cost. 

A. yes, I think so. 

Q. In the light of that, you would agree 
with my statement -- would you? 

AY Would you repeat that? 

Q. Before there is an abandonment of any 
branch line, the revenues which should be taken into 
account are those based on a just and reasonable level 
of rates, as I have defined "just and reasonable"? 

A. yes, that would be one consideration. 
What the others are is open to argument before the 
Board. 

Q. Generally speaking, Mr. Premier, in your 
opinion, federal government subsidies are not desirable 
unless there is a demonstrative need? 

A. I think that is true. 

Q. And if subsidies are necessary to maintai 
facilities that are local in nature, it is your position, 
I take it, that the only administrative agency that can 
justifiably pay the subsidy is the administrative agency 
in the locality where the facility exists; correct? 

A. That depends on the circumstances of the 
case. There are cases where I think that would be true, 
but I do not think it would be true in all cases. 

Q. If there was a facility maintained for 


local interest as distinct from a national interest, you 
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would not suggest a federal subsidy? 

A. Oh, I guess I would. Take, for example, 
the movement of coal: there is a heavy subsidy on the 
movement of coal, and that is a local benefit in many 
respects, but it is met by national subsidy, and I don't 
complain. However, I also suggest it has the paris 
of allowing the railway to move a very great deal of 
a commodity that they would not move at all, so, in 
one sense, they are the beneficiary of that subsidy. 

So, I think the main reason why my honourable friend 
may have trouble eee what he may consider to be 
more direct answers is because I think many of the 
questions do ROPE of direct answers. 

Q. I am very happy with the answers, and I 
am sure the Commission is too, bee dues my only purpose 
is to find out the position of Manitoba. Whether I 
agree with you is something I will have the opportunity 
to deal with at a later time. 

| A. Well, then, there is a meeting of minds. 

Q. On page 42, Mr. Premier, you have a tablek 
you see the second line, "Number of locomotives"? 

A. Yes. 

Q. And you say as your source as to where 
these figures came from, that that is the report of 
Canadian Pacific, the annual report, and DBS? 


A. yes. 
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1 
Q. Now, in 1948, which is the first column, 
: you show 1,831 locomotives? 
; A. Correct . 
4 
Q. And, 1958, you show 1,730 locomotives? 
: A. That's right. 
; Q. And the reports from which those figures 
come, Mr. Prime Minister, show that that is a total 
4 figure of locomotives and diesel units? 
‘6 A. I am just having this pointed out to me, 
‘8 that it includes 776 steam locomotives, 944 diesel units 
0 and 10 electric locomotives. 
{3 Q. yes. Well, that is the 1958 figure? 
A. That is the 1958 figure. 
{8 Q. Well, the 1948 figure will show only 
6 48 diesel units. Now, you know, Mr. Prime Minister, 
7 that diesel units operate with a locomotive to make up 
18 a locomotive? 
19 A. I think that is true. 
20 Q. Therefore, you cannot have locomotives 
1 and units and divide that into locomotive miles to 
22 secure miles per locomotive, ebyloussyt 
23 A. Well, have we done so? 
24 Qati des. 
5 A. Well, to me, a locomotive is a loco- 
6 motive. I am not a railroad man. if any of these 
27 statistics are inaccurate, we would be happy to have 
28 them set right. 
29 Q. Just one more on this table. . Would you 


30 look down and see "Number of Operating Employees"? 
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AprocYes.. 

Q. You have got 75,176 in 1948; 70,817 
in 1958? 

A. ves. 

Q. Have you got that before you, sir? 

As No. I just have my own brief here. 

Q. Well, now, I suggest to you that you have 
included in your figure of operating employees employees 
who are not operating employees and who have nothing to 
do with the production of gross ton miles? 

A. Well, that is something you had better 
take up with the Dominion Bureau of Statistics, because 
we are operating from their report. And unless they 
changed the basis of their figures in the two years, 
they appear to be on the same basis; the same footing. 

Q. It is number of what kind of employees? 

A, Number of employees. 

Q. You have got "Number of Operating 
Employees"? 

A. Well, the top of the page is entitled 
"Operating Statistics". 

Q. And you think that you can translate 
operating statistics as a general heading into a speci- 
fic number of employees that are required to produce 
gross ton miles? 

A. Quite willing to be instructed by you, 
sir, if it: is not correct. 

Q. Well, I would say to you that you have 


included in your figures employees who have nothing to 
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do with the production of gross ton miles, and therefore 
your gross ton miles per employee, sir, should be ad- 
justed accordingly. 

A. Well, I would say, in answer to that, 
that the figures are on all fours in the two years, are 
they not? What you say may be correct, but after all 
the figures are on all fours for the two years, so that 
while the absolute position may be different, the 
relative one is not. 

Q. But the purpose of showing these em- 
ployees --- 

MR. MAURO: The witness had just another 
comment. 

THE WITNESS: Yes, Looking at your report 
for 1958, I find that according to the report of the 
Canadian Pacific Railway, on page 4 --- 

MR. SINCLAIR: Q. Yes? 

A. Employees, all services, 82,853. And 
the figure we are showing here is 70,817. Now, it 
is something which could very well be looked into. 

Q. I don't think, Mr. Prime Minister, that 
your figures came from that report at all. I would 
suggest to you that they came from Schedule 36, Sheet 3, 
of the annual report to the Dominion Bureau of 
Statistics, and I would suggest that what you have done 
-- and I just want to bring this to your attention,for 
this reason, that great care has to be exercised in 
doing this -- that you have included in transportation 


employees other than transportation employees. 
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A. Well, that may be. What you say may 
be true; Our figures are taken from the Dominion 
Bureau of Statistics. I have just had them in my hand 
there, and there is opviusily’a difference of 12,000 
employees between the Dominion Bureau of Statistics and 
the annual report and the Dominion's figure is less, 
But the point I would like to make is that if any con- 
clusions are to be drawn from this chart, I think that 
the relative comparison between the two years still 
has some validity -- perhaps in absolute terms, But, 
relatively, the number of employees was calculated on 
the same basis, unless the Dominion Bureau of Statistics 
has changed its basis without any notice, which I very 
much doubt. 

Q. But you could have efficiency and growth 
of efficiency in the railway that would not be shown by 
the comparisons you have made here, Would you not 
agree to that? 

A. That might very well be so, but I think 
it doesn't invalidate in any way the point we have been 
trying: to make in our brief. When we are discussing 
this efficiency of railways, we do not make any charges. 


We do not say the figures were submitted as proof of 


declining: efficiency. We submitted them as proof 
of the fact that a very large sum of money -- two 
million dollars American-style -- has been spent in 


the last few years on things that have a bearing on 
this matter; and, as representative of the freight 


rate payers that paid a great deal of the bill, we are 
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asking that there should be some demonstration that 
the money was put to good use. And I think that is 
our point, and I think that is something that the 
Order in Council under which we are holding this dis- 
cussion made some reference, as well. 

Q. My point, Mr. Prime Minister, is in dealin 
with figures you have to be very careful how you apply 
a0). We are agreed on that? 

A. We can certainly agree on that. 

Q. Looking at your tables on page 40 and page 
41, you quote there a submission from the provinces to 
Governor in Council on their appeal in the 7% Case. 

You didn't happen to state there what was the result of 
that appeal. After the statements made by the provinces 
at page 41, do you know what the result of that appeal 
was? 

A. Do you think that matter is relevant to 
the point we are making here? 

Q. I would like to know. Do you know what 
happened to that appeal of the provinces to the Governor 
in Council? 

A. All- I know is that the provinces have been 
singularly unsuccessful in appealing to the Governor in 
Council, and I did not have much more luck then my 
predecessors had in dealing with it. 

Q@. This appeal was dismissed; wasn't it? 

A. I think that is correct. 

Q. Notwithstanding the issues and the points 


that are made at page 41, and after consideration of thos 
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points by the learned Privy Council of Canada? 

THE CHAIRMAN: That is within the knowledge 
of the Commission. 

MR. SINCLAIR: Thank you, sir. 

MR. MAURO: I wish to say, Mr. Chairman, the 
Prime Minister has mentioned that it is most unfortunate 
that my learned friend has taken this as a call to defend 
ShlrePethe teffielenciesnof thé .C ePicR. I think that the 
spirit in which these figures were submitted to the 
Commission by the Province of Manitoba was with a view 
of trying to develop this facet of the terms of reference 
and my learned friend, I am sure, in Ottawa, will come 
forward and explain what has happened to all of this 
money and how, as Mr. Crump so aptly put it in Ottawa, 
that the situation has degenerated to the point where 
one has to run very quickly to be standing still; and 
we do not put this forward in any critical manner. 

THE CHAIRMAN: Well, I think we are all 
in trouble. That is why we are sitting here, 

MR. MAURO: We are trying to help the railways 

MR. SINCLAIR: Q. Mr. Prime Minister, you 
would agree that the expensive rolling stock should 
not be used for the storage of goods? 

A. I have an idea, Mr. Chairman, that this 
matter has been under some discussion recently. Lao 
not know much about this business, but it seems to me 
that it has, and I think probably I would like to leave 
that matter lay where it is at the present time. 


THE CHAIRMAN: That represents an echo of 
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(Sinclair) 

1 

something we heard in Ottawa. 
; MR. SINCLAIR: Q. Prompt unloading of 
railway equipment is necessary for efficiency, isn't 
: it, Mr. Prime Minister? 
, A. Well, from the railways' point of view, 
y I am sure it has an important bearing on their problems. 
8 Q. The more promptly railway equipment is 
5 unloaded, the greater the efficiency of the railway; 
0 correct? 
"WW A. Well, there are sie alae people to be con- 
12 sidered, and it seems to me that the question of demur- 
13 rage has been pretty thoroughly gone into, and as far as 
14 I am concerned I think I am content to leave that matter 
15 where the experts put it. 
16 MR. SINCLAIR: I didn't mention demurrage. 
7 . THE CHAIRMAN: A rose by any other name! 
18 MR. SINCLAIR: Q. You would agree, Mr. 
19 Prime Minister -- and I think you stated this a little 
00 earlier -- freight rates in the operation and maintenance 


1 of railways and related subjects is a complex field 
requiring continuing study? 

A. That is a sound observation. 

Q. You would also agree, Mr. Prime Minister, 
that statesmen have difficulty in fully appreciating all 
these complex matters? 

A. Not only statesmen, but politicians as 
well, I know what class I am in. 

Q. Mr. Prime Minister, so there will be no 


misunderstanding -- I know what class you are in, too. 
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A. You see, Mr, Chairman, I am a bit confused 
because for the last two days I have been referred to in 
a very august style, which I am not accustomed to, 
because I have been Prime Ministered to death around 
here, whereas in Manitoba it is more customary to 
describe the leader of the House as the Premier. so 
I really wasn't quite sure where my honourable friend 
stood on this matter. 

Q. Politicians and statesmen, Mr. Premier, 
then --- 

A. We will settle for that. 

Q. -~-- are happy to leave the complex ques- 
tions of freight rates and matters of that kind to de- 
tailed continuing study? 

A. Once the questions of policy have been 
settled, I think that can be right. 

Q. You filed an exhibit yesterday, No. 94, 
Do you have that before you, sir? 

A. Exhibit 94? 

Q. yes. 

A. yes. 

Q. There are 27 items there? 

A. There are, 

Q. Can you point to any item there, Mr. 
Premier, which involves payments to Canadian Pacific? 

A. Well --- 

Qe Payments to Canadian Pacific on its own 
behalf? 


BY Well, I imagine -- I don't know how you 
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1 
classify the bridge subsidy -- whether that comes to you 
2 
on your own behalf or not -- but I think it is probably 
3 
put in there to be of assistance to railways generally. 
4 
Q. We agreed yesterday that that was for 
5 
the assistance of the shippers? 
6 
A. It seems to me somebody asked me if they 
7 
didn't really benefit the railways, too, and I think I 
8 
probably hazarded a guess that it did. 
9 
Q. That is the only one you had in mind, 
10 
then? 
11 
A. Well, what about item 15 on the feed 
4 
grain subsidy? 
13 
Q@. That is 12, 15, 16 all involve payments, 
14 
fe as I would put it, to assist in the movement of com- 
16 modities in Canada? 
rr A. yes, and the coal. What is 12 -- coal? 
18 Q. That is the bridge subsidy. 
19 as Bridge subsidy is 12. 
20 Q. 15 is western feed grain. 
71 A. Yes, 15 is western feed grain. 
Q. And 16 is coal. 
22 
53 A. 16 is coal, yes, and there may be other 
2A items. For example on the 20 per cent on the assistanc 
95 under the Maritime Freight Rates Act. 
26 Q. Not s7ou adr. 
07 A. Nocwnr/a 
28 Q. yes, Maritime Freight Rates Act, No. 7. 


99| Items 3, ww. 5 aids 10. Would you look at those? 


30 De. i am looking at them. 
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Q. 3,.4,. 5 and. 10? 

A. Yes. 

Q. That amounts to about 15 per cent of the 
total of 220 millions? 

A. It does. 

Q. They were payments to or on account of 
Canadian National? 

A. yes. 

Q. And in 1958, Mr. Prime Minister, Canadian 
Pacific paid something in excess of $23 million of 
income tax? 

A. That is true, and I wish they had paid a 
lot of other taxes to the municipalities of Western 
Canada. 

Q. All right. They have paid a lot of taxes 
Mr. Prime Minister -- I think you will agree -- throughou 
Canada? 

A, Well, I am getting complaints from a lot 
of my municipalities in this province, and I think it 
holds true in other western provinces where there are 
certain taxation exemptions granted to the railways. 

I know the city of Winnipeg feels that it would probably 
be entitled to a little more than the ex gratia payment 
it is allowed on the Canadian Pacific property here. 

Q. But you will agree that the Canadian 
Pacific Railway Company did pay very large taxes in 
Canada in 1958? 

A. Yes. 


Q. You would agree that, in paying some 
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$23 million in income taxes, Canadian Pacific assisted 
in carrying national burdens? 

A. Yeu. That money went into the Con- 
solidated Fund. 

Q. Of the government? 

A. yes’. 

Q. For the benefit of all Canadians? 

A. I trust so, 

Q. You would agree, Mr. Prime Minister, that 
the maintenance of Canadian Pacific as a private enter- 
prise is something to be Sought for? 

A. I would agree with that. 

Q. Mr. Prime Minister, you would agree that 
Canadian Pacifie has honourably discharged its obligation 
under its original contract to build the Canadian Pacific 

A. I think, in general terms, yes, you did 
that. We may be quarrelling about certain points, but 
it has been a very successful transportation system and 
filled a great national need, 

Q. You would agree with this statement from 
the Duff report, I take it, and I am reading from the 
report just a little ahead of the part which you read 
yesterday. Iv if av page 12, paragrapniss: 

"As a result, tne Canadian Pacific 

Railway Company, tne largest taxpayer in 
Canada, has been subjected to the competi- 
tion of publicly owned and operated railway 
lines, supported by tne financial resources 


of the country. They had nonourably discnarged 
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their original contractual obligations 
witno Parliament, an. the Company's lines 
nad played a great part in binding together 
toe Western and Eastern provinces of the 
Dominion, By common consent, the Company's 
administrators had brought faith, courage 
and invincible energy to the task of build- 
ing its lines through the undeveloped west. 
The Company's achievement commanded the 
admiration of both railway operators and 
the public, and has been a material factor 
in causing Canada to be favourably known 
upon three continents. Their operations 
brought profits to shareholders, and the 
enterprise became a national asset of 
acknowledged value and importance to the 


Dominion," 
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A. I certainly would. I would be inclined 
to add something to it, if I did anything, that I would 
have made some reference to the enormous public support 
that received, not only moral, but material 
support from the government of the day, and that is a 
situation that cannot be overlooked. 

In fact, I would go so far as to say without 
that all the rest of wnat follows in this paragraph 


would never have been possible. 


Q. You will agree without that aid it was im- 
possible to attract private capital for the building 
of the Canadian Pacific railway? 

A. That is right; that is one of the pro- 
blems you face with a large country and a small popu- 
lation, there has to be partnership in many cases 
between the state, represented by the government, and 
the other people who are trying to develop the country. 
I think that has been a characteristic of Canadian 
development from the beginning. 

THE CHAIRMAN: I think we should have a 


recess now. 


---Short recess, 


THE CHAIRMAN: Very well, Mr. Sinclair. 

MR. SINCLAIR: Q. Mr. Prime Minister, I 
will now ask you a question for clarification about the 
matter of the segregation of rail and non-rail assets. 

A. There is nothing further on this para- 


graph we just finished reading. 
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Q. Not that I had in mind. 

A. Well, perhaps I might add to it that I 
think that this, perhaps, would have been strengthened 
if it had made some reference to the fact that the 
very large subsidies that were given to the Canadian 
Pacific Railway in times gone by, and which in our view 
are still continuing -- and particularly those that 
some taxpayers in Manitoba make -- and those are under 
consideration, and to use the words of the contract, 
"in consideration of the completion and perpetual 
and efficient operation of the railways by the said 
company," and I just mention that to indicate that in 
our view of the matter that particular consideration 
should not be lost sight of. 

Q. You agree that there are involved in this 
contract to which you refer, certain questions of legal 
interpretation, and it is not my intention to discuss 
them with you but I think it would be better to leave 
that for a later date when Mr. Mauro and myself, on 
behalf of the Canadian Pacific, can advance whatever 
views we have. 

THE CHAIRMAN: That was my suggestion earlie 
this morning in reference to other matters, too. 

MR. SINCLAIR: I think that I know the part 
that is drawn to the Commission's attention by the 
Prime Minister, and the interpretation of the contract 
as a whole which I will be submitting on behalf of our 
views do not accord with the views that are expressed 


in your submission by Manitoba. I don't know if that 
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comes as any surprise, but in any event I don't think 
it is a matter to be discussed now, but I am now 
merely asking certain facts. 

THE CHAIRMAN: You ask the questions and the 
witness will give his clarification of the questions. 

MR. SINCLAIR: Quite so. I am act in any 
way suggesting that the honourable Prime Minister 
shouldn't draw attention to the contract. Of course, 
he should draw attention to the contract, and has done 
so, and I also would say to the Commission that the 
man who wrote the paragraph which I quoted was, as I 
think everyone will agree, the greatest legal mind 
Canada ever had. 

Q. Now, I wish to ask you certain factual 
things about the segregation of railways. Did you 
know, Mr. Prime Minister, that the Board of Transport 
Commissioners, the Turgeon Commission and the Privy 
Council of Canada have on numerous occasions had this 
question before them and have given it detailed study 
and consideration? 

A. Yes. 

Q.-- And the existing situation is the result 
of that detailed study and consideration? 

A. That may be, but obviously there is some 
doubt in the minds of the Privy Council as to whether 
that is a proper situation, otherwise they would 
scarcely have put in the terms of reference (d) which ° 
definitely asks the Commission to look into that par- 


ticular matter. 


a W  . downdnos eis of noténedis waxb stnbiuose | 
 aniob ase bas .Josidies ene of moténests waxb: bivorle: 91 | 
ery test nolaelmned ent of yse bivew cals Tbs ,on 
I as vemw besoup F aekitw dqetipwiely wad enoew! sthviten I. 
bnim Legel Yasteory odd .sexge Iitw snoyzeve angie | 
bed seve sbsrs0 | 


Ieudoat ikstxeD wey Nas of tat T wo peg) | 
NOX baa -ayawiler to noktegerges odt sueds axgaiad i | 
HroqatstT Yo breed edt tecd yredatatM emtyd aM “gwornl a | : 
| yvind et bas nolwetamed noegiwT ot ,exenolaatmmod / | -{ 
‘eint Bed anotasoso svoresun ao sya shane) to Itoavod | or | | 
ybuda beifsieh st moviy even bris medt s1oted motsesup |. | 
tnoltsreblence ‘bas [as 
| -aeY A lee 
tines: edd al notvanutte gutiaixe edd baA --.9 lee 
tnotvaxvesbhblenes bus ubute belisseb sant to | 
amon al otedd yLavolvde dud .ed yam danT LA las 


rigeriw of es Ltonued yvied ent To ebatm ext at tdvob |, 

bivow vert satwieddo ,soltaudta “eqorg & at tant | s 
Holdw (bd) soneretex to eared ocd at duq chain, 
os tent ofnt xoof oF noleetmmod ont exies “lsdtntieb — 


4 iv. ra (t9td 


* ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-ex 4399 
TORONTO. ONTARIO 
(Sinclair ) 


Q. Well, that clause, of course, is again 
open to interpretation. 

A. Well --- 

Q. Let me ask you this --- 

A. You can argue about that. 

Q. Let me ask you this specific question: 
would it be the position of Manitoba that if Heeadied 
Pacific lost money on ocean steamships, that automaticall 
their rates should ‘be increased to offset that loss? 

A. I think that one has to decide whether 
you are going to take in the non-rail assets, or not, and 
if you take them in, you take them in with all the 
consequences that go with it. If you don't take them 
in, then the situation is unchanged, 

Q. So that ocean steamships which you show 
at page 48 -- and by the way, Mr. Prime Minister, you 
show that as a net profit of $1,200,000-odd, and that is 
a deficit of $1, 000, 000, not a profit, and if you check 
the report you will find that that is a deficit and is 
so shown, not a profit; is that not correct? 

A. I am informed that that is an error. 

Q. Let me give you another example; say,in 
1960 that Regina won the Grey Cup? 

A. What improbable circumstances! 

Q. Let me start again. Say, in 1960 that 
Regina won the Grey Cup and it was played in Montreal 
instead of in Toronto, and as a result there was a loss 
to Canadian Pacific of hotel revenues that it did enjoy in 


1959. Now, that would be occasioned in two ways, I 
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suggest. First, there wouldn't be as many people who 
would go to the Grey Cup, as the people in Regina don't 
have as much money as the people in Winnipeg, and the 
Canadian Pacific doesn't have a hotel in Montreal. 

Now, as 4 result of these circumstances that. 
-I have put forward to you, do you think that freight 
rates should be increased? 

A. I think the question completely begs the 
recommendation of the Province of Manitoba, and it is 
that to which I wish to refer. If you will turn to 
page 49 you will see what our recommendations respecting 
non-rail weaets are, and they have nothing to do with 


a non-existent Canadian Pacific hotel in Montreal. We 


ask the Commission to undertake a full examination of 
the non-rail asssets and earnings of the ohpaaies railways. 

Q. If this resulted in the hotel business 
having a loss, then freight rates should offset this 
‘loss; is that your position? 

A. Our position is’ that we want the whole 
package looked at as a whole package. 

Qe You have no specific recommendations in 
regard to it? 

A. That is right. 

Q. Mr. Prime Minister, it would be the 
position of your Government, would it not, that property 
should not be confiscated by the state without compen- 
sation? 

Ais Yes, I think that would be a fair policy. 


Q. well, Mr. Prime Minister, on behalf of the 
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Canadian Pacific I wish to thank you for coming before 
this Commission, and I think if I may say so, that 
this province of Canada is indeed fortunate to have 
aman of your ability in public life, and for myself 
personally I appreciate the opportunity that you have 
given me of discussing transportation with you. Thank 
you very much, 

MR, MAURO: Are there any further questions? 


THE CHAIRMAN: Mr. McDonald? 


CROSS-EXAMINATION BY MR. McDONALD: 

Qe I just have a few questions, First, 
Mr. Prime Minister, I would like to compliment you on 
the very excellent way in which you have presented the 
case of the Province of Manitoba. While although we 
don't agree with all your views put forward, it is 
evident you have given the matter some very careful 
thought and study. 

Now, just for clarification, I have a few 
questions. If you would refer to page 13 of your 


submission, paragraph 33, you say: 


"In short the situation which the Turgeon 

Commission in 1949 found to be inequitable 

and harmful to the economic well-being of 

the nation has since that date become in- 
tolerable, and it is our considered opinion 

that this situation has tended to frustrate 
national economic policy." 

I am suggesting that is a fairly broad statement, and 


I would like you to elaborate a little and give us some 
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examples. 

A. Let me deal with the expression "in- 
tolerable"; I think that has been indicated by the fact 
that subsequent to our presentation and based on those 
facts, the subsidy of $20 million reducing the burden 
On captive traffic was introduced, and I think it was 
recognized by the federal government that the situation 
is one that should not be tolerated and they took steps 
to change it. 

I would go further and say that in our sub- 
mission the situation has tended to frustrate national 
economic policy, and that is borne out by the mere fact 
of the terms of reference of the Royal Commission before 
whom we appear at the present time, and I think that 
must be the consideration which motivated the Government 
of Canada to set this Board up. 

Qe Thank you. I just wanted you to elabor- 
ate on that. 

Then, pages 38 and 39, dealing with the branch 
lines, the branch line trackage maintenance fund. Do 
I understand the result of yoursubmission here is, 


what would the railways get out of this? 


— rd _ ne : 
er xe AR xo 
int = _ > , a ae 
on bi Lt - 

ly 


: ; 


Lem | 


Ls Wie a 
ae 7a ' 


Tt ~ 7 
Pi me 7 a 
a di ’ 


i) fren’ edie hs an oti - ; an “tntan 
- igieek : eae A ‘i 
ton more kali 
eaond) mo bsasd tua, motsednoserd we 09 
-nobwid 98 itoubonneRLita, 058, ybtadus ¢ Stos2 
aew tf xnbdd I bos .beovbotsnt eaw, ob taead ov : te: 1 | 
nottaudte edd Jad dnemrreves, Istebet ont wd destmgoaen | 


i) hal 


agode Moot ysrit ors arene aa som biveda sid eno at 
} wot canans ot 
~dwe THO oi ‘tend yee DAG cna e3 blyow * 


Qua 
1 
“a iy 


tte) 


Lamobaiaes steiteurd od bebaed aed eettaueta oct aoteata 


tost bd end yd. duo ented al tasis bas Volt log nleenn? 


; ‘ 


ad { 


Vel 
ayolted soleatmred Lexor om: to sonwrtton te antes ond 10 ler ’ : 
sees sintds I bos conte tnsestg ent ts ts8eqgqs oul onthe a 

al 


, aun: 
Sresmupisvop ert botavitom soLtmiw nolisrebtanes ons ed saum 


. 
| 
| Named an egulanscg qu. beeod aide gen od sbanad Yo 
midiaia ov woy betnsw sent I ,boy wasdT rs *) | lei 7 
| .dadd oo ots 1. ae 
donerd eft dtiw satisaeb .C£ baa BSE segeg .nedT | os . 
od baw? somsnodntsm egelostt enti donatd sft ,aontl | te ' 7 
ss 
taid? to: duo tog ayewitsy edd bluow ssw | os 
2. 


ane fs of63) Jans 
. } ‘ 
VAPAOOSD, LORE a : 


r i yialel gah GRRe Gaal 
aii : ipsa 


= 


| 

| 

; eh ener solealmdvaquoy to divaex ond baustersbay I 
Pata a ot eniaute: be mtr | 


* ANGUS, STONEHOUSE & CO. LTD. Roblin, cr-ex 4403 
TORONTO. ONTARIO (McDonald ) 


A. Well, in much the same way as I under- 
stand they do under the $20 million subsidy: they pre- 
sent evidence to the government of having reduced their 
freight bill to certain freight payers by a certain 
percentage, and they have the difference made up to them 

Q. Yee. 

A. That, I think, is the main principle 
under which this system might be expected to work. I 
am quite willing to say, though, that if others can 
suggest more satisfactory ways for having it operate, 
and get the effect it is aimed at, we are certainly 
very happy to give consideration to those views. 

Q. Just a few principles, and see if you 
agree with them: my first is that I am putting it to 
you that all freight rates should be made at a level 
which will cover at least the variable cost of handling 
traffic? 

A. I think that would be highly desirable, 
although one can contemplate instances which, in the 
national interest, that rule might not apply. 

Q. Following that along, Mr. Premier, there 
would be certain freight rates that could not only meet 
the variable cost but could assume a portion of the 
constant cost? 

A. yes. 

Q. And then another step, where other 
freight rates could cover the full cost? 

A. yes. 


Q. And then, the railway still has to make 
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a little money, after looking after the cost, and there 
would be certain traffic that could stand a rate which 
would cover not only the variable and constant costs, 
but some fair allowance for profit? 

A, I trust there would be some of those, 

Q. Do you agree that all passenger train 
services should earn sufficient to cover at least the 
variable cost of their operation? 

A. I think that could be very desirable 
-~- could be done. 

Q.°'' Then, dealing with branch’ lines, do ‘you 
agree that ali branch lines should earn enough to cover 
at least the variable cost of operation? 

re I think that would be the goal -- the 
ideal which we would all work for, but I think we must 
recognize that there are instances where that would not 
be possible, and that is where this idea of ours comes 
1.2's 

Q. Thank you very much, Mr. Premier; that is 
all I have to ask you, We will reserve our rights to 
cross-examine some of your experts in detail. 


A. I am sure they are looking forward to it. 


BY MR, GOBEIL: 

Q. Mr. Premier, on page 26, as an alternative 
solution to horizontal increases you suggest a flat 
increase on a cents per 100 pounds basis and a balancing 
percentage. This looks attractive on paper, but in 
practice would you apply that flat increase on every 
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A I doubt that you could do that, sir. I 
think this is put in here to illustrate a principle, 
namely, that instead of using the horizontal rate in- 
crease only that.we should try to arrive at a different 
formula which would make it possible for the burden to 
bear less heavily on some who we think pay too much at 
the present time, and the suggestion is that a combina- 
tion of cents per 100 pounds plus a reduced percentage 
would, mathematically, give the same result. 

Now, we are the first to recognize that, in 
fact, that simple solution may be inadequate in many 
cases. You may have to adjust it one way or the other 
with regard to the cents per 100 pounds and the per- 
centage, and we must recognize that there may be saeete 
of traffic and classes of goods which move to which this 
might not be applicable, and we have no hesitation in 
saying this is merely the suggestion in its most simple 
form, and we hesitate to say it could be applied in 
this way on all traffic. We think it needs further 
refinement by people who are in a better position to do 
that. 

Q. It would be hard to apply it, at least, 
on the competitive rate and the agreed charges, wouldn't 
it? 

ee That would be.the case, sir, but they 
didn't bear the horizontal 17% increase, anyway, in 
most cases. So, they are free of this at the present 
time, and this would bear particularly on the so-called 


captive traffic. 
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1 

Q. If it is on the captive traffic, the 
: long haul, that is western traffic, so you are paying 
the same -- the increase? 

A. Well, there is a shift of burden here 
between the long-haul shipper and the short-haul shipper 
y by this system, and the burden is shifted to some ex- 

3 tent from the long-haul shipper. Some of the short-hau 
5 shippers would pay a little more, but I think if you 

i6 look at the chart on page 3, which indicates the impact 
1 of the horizontal type of freight rate increase, you 

12 will get a pretty good idea of the people who are 

13 affected by such a change. It is the class of non- 

14 competitive commodity traffic which would be most 

15 affected by such a change. 

16 Q. And that non-competitive is mostly the 
17 western traffic? 

18 A. A great deal of it is, yes, sir, but 

19 there are others besides the western traffic in there. 
20 MR. GOBEIL: Thank you, sir. 


BY MR. MANN: 

Qe Mr. Premier, carrying on for one second 
the thought that Dr. Gobeil has put to you, the sugges- 
tion in having percentage increases replaced by this 
different method of cents per 100 pounds plus per- 
centages, was, I recall, first made by the Province of 
Manitoba before the Board of Transport Commissioners 
during the last freight rate case, I wonder whether 
you might know if the Board has ever explored this 


matter? 
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H. . d don't believe the Board has explored 
LS (Biri I am not in a position to state that cate- 
gorically, but we have seen no evidence that they have. 

Q. Do you feel they should explore it? 

A. Very definitely. If I may express an 
opinion here -- and I realize how ill-qualified I am to 
offer this comment -- but one gets the impression that 
due to pressure of work, or what have you,a number of 
suggestions which may or may not be fruitful, they 
haven't given it the consideration that they feel they 
might. 

Q. Quite naturally, you have led to my 
next question, which relates to the suggestion you make 
towards the end of the brief for the creation of a new 
investigating and research and planning body: do you 
feel matters of this kind could better be handled by a 
body such as you have in mind than by the regulatory 
agencies? 

A. Yes, I really think they could most 
usefully look into matters like that, and while we say 
a few harsh words about the Railway Board here in our 
brief, we are not unmindful of the pressure under which 
they too have to operate. That is why this other 


suggestion is forthcoming. 


BY THE CHAIRMAN: 

Q. You realize, Mr. Premier, that the 
Maritimes also regard themselves as being the long- 
haul area? 


Bie Very much so, sir; I do realize thet. 
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Qe What you are trying to do is keep in 
mind the idea of revenues for the railways with your 
suggestion? 

A. That is correct. 

THE CHAIRMAN: I don't think there is any- 
thing more 1 wish to ask. We have been very pleased 
you have come before us, and I think we have been very 
pleased particularly with the knowledge you have of the 
situation, and you have been of great assistance to us, 
and I think we have enjoyed particularly the meeting 
of these two University of Manitoba graduates. "The 
battle of the bisons" somebody has called it. 

Thank you very much, 

THE WITNESS: That is very kind of you, sir. 
I wish to say again, Mr.Chairman, the Province appre- 
ciliates the fact. that: you are engaged in this study, and 
we hope some of our suggestions at least will provide 
some food for thought, and I express the sincere 
appreciation of the Government of this province for 
having had an opportunity to express our views in such 


a free and uninhibited manner. 
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MR. MAURO: The next witness, Mr. Chairman, 
is Dr. William Lewis Morton, and he will be presenting 
evidence on a precis entitled "Railway and Railway 


Rates in National Policy in Canada, 1849-1959." 


WILLIAM LEWIS MORTON, called 


MR. MAURO: Mr. Chairman, in my qualifying o 
Dr. Morton I thought I would go through a bit of the 
background, and Dr. Morton can signify whether what I 
have read is an accurate statement, | 
Age: Born December 13, 1908, Gladstone, 
Manitoba, Canada. 
Education: Public and secondary schools of 
Manitoba; St. John's College, University 
of Manitoba; St. John's Baptist College, 
Oxford. 
Degrees: BYVAL” (Man? °1932;/B.A." (Oxon. )) 1934; 
B.Litt. (Oxon) 1935; M.A. (Oxon) 1937; 


LL.D. (Toronto) 1958. 


Publications: "The Red River Parish: Its Place 
in the Development of Manitoba," Manitoba 
Essays (Toronto), 1936); “Canada and the 
World Tomorrow: Opportunity and Respon- 
sibility" (pamphlet) (Toronto, 1943); 
"Building Post War Canada," (pamphlet ) 
(Toronto, 1943); "TheExtension of the 


Franhise in Canada," (Report of the 
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Association, 1943; "Prepare for Peace: 
Canadian Foreign and Domestic Policy 

after the War" (pamphlet) (Toronto, 1944); 
"Direct Legislation and the Origins of the 
Progressive Movement," Canadian Historical 
Review, Sept., 1944; "Behind Dumbarton Oaks," 
(pamphlet) (Toronto, 1945); The Voice of 
Dafoe (ed.) (Toronto, 1945); "Canada, and 
Future Policy in the Pacific," International 
Journal, January, 1946; "Clio in Canada: the 
Interpretation of Canadian History," 
University of Toronto Quarterly, April, 1946; 
"The Western Progressive Movement and Cabinet 
Domination," Canadian Journal of Economics 
and Political Science, May, 1946; "Marginal," 
Manitoba Arts Review, Spring, 1946; 
"Progressive Movement, 1919-1921," Report 

of the Annual Meeting of the Canadian 
Historical Association, 1946; Canada's 

Far Eastern Policy," Pacific Affairs, Sept., 
1946; Third Crossing: A History of the 

First Quarter Century of the Town and 
District of Gladstone, in the Province of 
Manitoba (in eelieberetien with Margaret 
Morton Fahrni) (Winnipeg, 1946); "The 

Social Philosophy of Henry Wise Wood, the 
Canadian Agrarian Leader," Agricultural 
History, April, 1948; "Agriculture in 


the Red River Settlement," Canadian Historical 
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Review, December 1949; The Progressive Party 
in Canada (Toronto, 1940); "The Significance 
eof Site in the Settlement of the American 
and Canadian Wests," Agricultural History, 
July, 1951; "Manitoba Schools and Canadian 
Nationality, 1890-1923," Report of Canadian 
Historical Association, 1951; "A Note on 
Palliser's Act," Canadian Historical 
Review, March, 1953; "The Formation of the 
First Federal Cabinet," Canadian Historical 
Review, June, 1955; "Canada, 1841-1931," 
Current History, July, 1955; "The Bias of 
Prairie Politics," Transactions of the Royal 
society of Canada, Section II, 1955; 
Contributor from time to time to Encyclopedia 
Americana, Encyclopaedia Britannica, 


Encyclopaedia Canadiana; Alexander Begg's 


Red River Journal and Other Papers Relevant 


ee 


Society, 1956); London Correspondence Inward 
from Eden Colvile, 1849-1852 (Hudson's Bay 
Record Society, 1956); Maniteba: a History 


(Toronto,Record Society, 1956); Manitoba: 


| @ 


History (Toronto, 1957); One University: 


| 


History of the University of Manitoba 
(Toronto, 1957); The West and Confederation, 
1857-1871 (pamphlet) (Ottawa, 1958); "The 
History of Canada," Encyclopaedia Britannica, 


1959; "The Art of Narrative," Culture, 
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; December, 1959. 

2 Teaching Experience: Lecturer in History, St. 

: John's College, Winnipeg, 1935-1938; Assistant 
; i eee of History and Head of Department, 
locum tenens, United College, Winnipeg, 1938- 
: 1939; Assistant Professor of History, Uni- 

: versity of Manitoba, locum tenens, 1939-1940; 
‘ Assistant Professor of History, Brandon 

is College, Brandon, 1940-1942; Assistant 

rr Professor of History, University of Manitoba, 
1 1942-1945; Associate Professor, University 

ne of Manitoba, 1945-1948; Professor of Canadian 
14 History, University of Manitoba, 1949--; 

15 Head, Department of History, 1950--; Assis- 
16 tant to the Dean of Arts and Science, 

7 1947-1949; Acting Dean of Arts and Science, 
18 1957-1958; Summer appointments: University 

19 of Manitoba from time to time; University 

20 of Saskatchewan, 1938; University of 

1 Minnesota, 1947; University of Michigan, 

22 1950; University of British Columbia, 1958. 
23 Honours, Offices, Grants, etc.: Annual under- 


graduate scholarships of University of 
Manitoba, including Sir James Aikins 
Scholarship in English and Isbister Scholar- 
ship for general proficiency; Rhodes 
Scholarship for Manitoba, 1932; Member of 
Council of Manitoba Historical Society, 


1944--; Member of Council of Canadian 
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Historical Association, 1946-1948; Secretary 
; of Dafoe Foundation, 1946-1957; Chairman, 

: Winnipeg Branch, Canadian Institute of Inter- 
‘ national Affairs, 1948-1950; Canadian repre- 
; sentative, editorial board of American 
Association for State and Local History, 

: 1950-1951; member of the Council of the 

» Champlain Society, 1952-1955, 1958--; Grant 
0 in’aid of research’iunder Social Credit 

4 Project of Canadian Social Rolie Research 
m Council, 1945-1948; Governor General's Medal 
1B for Academic Non-Fiction, 1950; Member of 

14 Editorial Board, Canadian Historical Review, 
15 1951-1953; Grant for leave of absence, 

16 Social Science Research Council of Canada, 

17 1953-1954; Western Editor, Encyclopedia 

18 Canadiana, 1952-1957; Member of Humanities 

19 Research Council of Canada; 1952-1956, 1958--; 


Member of Royal Society of Canada, 1955; 
Executive Editor, "The Canadian Universities 


Series; a History of Canada, I-XVI," 1955--; 


Corresponding Member of the Institut d'Histoir 
de 1'Amerique Francaise, 1958; Acting Dean 

of Arts and Science, University of Manitoba, 
1957-1958; Chairman of Convocation and Member 
of Corporation and Council of St. John's 
College, Manitoba, 1958; Tyrrell Medal of 
Canadian History, Royal Society of Canada, 


1955; LL.D. (Toronto) honoris causa, 1958; 
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; Honorary Fellow, St. John's College, Manitoba, 
: 1958; Director, Board of paneseeras Canadian 
q Broadcasting Corporation, 1958; Manitoba 

' Member, Canadian Editorial Advisory Board, 

3 Encyclopedia Americana, 1958-1960; President, 
3 Canadian Historical Association, 1959-1960; 
Delegate to Commonwealth Scholarship Confer- 
‘ ence, 1959; Visiting Commonwealth Professor, 
‘ University of Wisconsin, 1960. 
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ANGUS, STONEHOUSE & CO. LTD. Morton, dir HUTS 
jy hisas (Mauro) 

Q. Is that a correct statement, sir. 

Rs Too long, sir, but quite correct. 

THE CHAIRMAN: I think you have certainly 
qualified your witness, Mr. Mauro. And I tnink also 
that he has, from his qualifications, delved pretty 
fully into western and Canadian history. 

MR. MAURO: We are very proud of ‘Dr. Morton' 
accomplishments, Mr. Chairman. 

Q. Dr. Morton, having made a study in 
preparation of the precis wnich you have submitted 
to us, I wonder if you could tell the Commission 
whether or not there were any particular reasons why 
the building and operation of railways in Canada were 
a matter of public concern? 

A. Mr. Chairman, you will allow me, before 
answering the question, to say what an Hines I feel 
it is to be before you today. 

Because of the extent of Canada, tne dis- 
persion of its natural resources, and tne smallness of 
its population and capital for investment, the building 
and operation of railways in Canada nas always been 
a matter of greater public concern than it has been 
in the United Kingdom and the United States, So 
great has been the public concern tnat tne building 
and operation of railways has in fact been a funda- 
mental and continuous part of the policy of national 
development pursued by successive governments since 
Confederation. The origins of that, as of eikuer 


aspects of national policy, indeed antedate Confeder- 
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Q. Professor Morton, did tnis public interes 
wnich you nave described extend beyond tne field of 
building and operation of railways? 

A. Indeed it did. Deeply concerned as 
tne national and provincial governments of Canada nave 
been wita tne building and operation of railways, tney 
nave been no less deeply concerned witn the regulation 
of railway traffics and railway rates. such a concern 
was necessary on order to ensure tnat the railways indee 
fulfilled tneir role in national policy by providing 
tne various regions of Canada with railway services on 
terms and at rates equitable as between tne public and 
the railways and as between tne different regions of 
the country. 

Q. Could you describe briefly, Professor 
Morton, the, historical background to tne development 
of construction, ownership and operation of a means of 
transportation in Canada between 1845 and 1864? 

A. The provincial governments of Britisn 
Nortn Americe sad built tne main highways as public 
works, oighwayssucn as tne Montreal-Quebec North Shore 
road, ecalouaunes and Yonge Streets. Toll roads were 
little used and private turnpike companies were unknown. 

Tne Canadian and Imperial Governments built 
nearly all tie canals of tne St. Lawrence system as 
public works. Tnose, sucno as tne first Welland Canal, 
wniecn were built by private companies, received aelp 
from government and were witnout exception taken over 


as public works. 
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The magnitude of these works and tne lack of 
adequate private capital made seate sab ibabiedersary 
and inevitable. Military needs often re-enforced 
the need for state action. 

The same considerations were to apply ina 
varying degree to railway construction, ownership and 
operation, As in the United Kingdom, public opinion 
and government policy at tne beginning of the railway 
age were divided as to whetner railways should be built 
and operated as public works or as private enterprises. 
In Canada, because of the size of the country, the 
thinness of population and the lack of private capital, 
and the imperative need of improved communications to 
develop the country, the decision was rarely wholly 
in favour of outright private construction, ownership 
and operation, Private enterprise seldom proceeded 
without state aid in one form or another, Thus the - 
Province of Nova Scotia built its first railway as a 
public work, and the prolonged interprovincial dis- 
cussions between 1846 and 1862 on the construction 
with an Imperial guarantee of an intercolonial railway 
always assumed that that political and strategic rail- 
way would be built as a public work. A very simple 
but telling expression was given to tne Canadian 
acceptance of this necessity of Canatiiein development 
by Hon. A. G. Blair, Minister of Railways and Canals, 
in the debate on the Crow's Nest Pass Agreement, wives 
he said: 


". . . it is imperative that the government 
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should lend a nelping nand to tne prosecution 
of certain works, if the inexhaustible re- 
sources which Canada possesses are to be 
properly and sufficiently developed." 
In the period before Confederation, that is, railways 
were eitner built and operated as public works or a 
private company was made an agent, or to speak more 
precisely, a partner for tne time being, of tHe state, 
in providing railway transport. 
Q. What of tne policy followed by the 
Canadian Government in the field of railway construc- 
tion during this period? 
A. Well, I think The Guarantee Act of 13849 
AO al ay OE, t= Losie) of the relation wnich was developing 
between governments and private railway companies in 


British North America. Tne Act begins by stating the 


age 


need of government assistance for railway construction 
in a sparsely settled country where capital was scarce. 
It provided that the government might guarantee the 
bonds of any railway, once seventy-five miles had 

been built, up to half the cost of the rallway, ata 
rate of interest not to exceed six per cent. Pro- 
vision was made for a sinking fund and a mortgage on 
the lines of which the bonds were guaranteed, although 
air race che Act was applied in a most flexible manner, 
Municipalities were also allowed to assist railway 
construction and were assisted to do so by the creation 


in 1852 of the Consolidated Municipal Loan Fund. 


The construction of the Grand Trunk Railway 
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was the outstanding example of how Canadian governments 
aided the construction and operation of railways by 
private companies to a degree which exceeded the help 
given railways in the United Kingdom and even in the 
United States. The company was given a bonus of 
£3,000 a mile, about one-third the cost of construction, 
and government support extended in other ways. 

When the Grand Trunk encountered early 
financial difficulties, guarantees of a new bond issue 
at six per ee were made in 1855, In 1856 a further 
guarantee and an outright grant were voted, and Hicues 
aid was given in 1857. 

The construction of. the Grand Trunk was an 
act of provincial policy, designed to give Montreal 
a share in the trade of the American Middle West and 
a winter port in Maine by meeting the competition of 
American railways and canals. 

Q. You have now described, Professor Morton, 
the general policy prior to Confederation. Was this 
policy followed subsequent to the union of British 
North America? 

A. In pranciple, it,wag, sir, The union 
of the British North American provinces was a complex 
event, one element in which was the response to tine 
possibilities of commercial and political union that 
the railway held out. A political union of British 
America would improve its credit and permit railway con- 
struction; railway construction would provide the 


economic basis for political union. 
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It was fully recognized that a railway to join 
the Atlantic to the central provinces and a Pacific 
railway to incorporate Rupert's Land and British 
Columbia were necessary if the union of all British 
America was to be achieved. 

I quote now from the report of the Royal 
Commission on Dominion-Provincial Relations, 1940: 

". , . the coming of railways had made practi- 
cable the hitherto vague project of acquiring 
Rupert's Land and of linking up with the 

colony (of British Columbia) on the Pacific. 
They would also furnish winter access to the 
sea through the Maritimes. By bringing this 
area, stretching from sea to sea, under a single 
government, vast new possibilities of expansion 
would be opened. The trade of the Orient 
would be tapped and a great internal market, 
integrating the occupations and resources of 
all the colonies, would be established," 

The Atlantic railway was the Intercolonial 
which had been projected since 1846. It was now made 
part of the terms of union, and it wait understood from 
the first it would be built and operated as a public 
work necessary to the union of the provinces. 

The Pacific railway was no less necessary, 
but was an even more complex and enormous undertaking. 
The acquisition of the Northwest and union with British 
Columbia had to be negotiated first. Then incom- 


parably the longest railway of its time had to be built 
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over some of the most difficult terrain on the globe. 
Manitoba entered Confederation on the understanding 
that a railway would be built to connect it with the 
outside world. Its public lands, like those of the 
Northwest Territory, were reserved "for the purposes of 
the Dominion," that is, for homestead and railway land 
grants. When British Columbia entered the Dominion in 
1871, the terms of union required the national govern- 
ene to begin a railway to the Pacific within two years 
and to complete it in ten; that is, by 1873 and 1883 
respectively. Railway construction was thus an integral 
part of national union and national expansion. 

Q. Pursuant to these needs for national 
union, Professor Morton, what action was taken by the 
federal government? 

A. The decision was made to have the road 
built and operated by a private company, but with state 
aid in the form of cash subsidies of $25 million and of 
a land grant of 25 million acres. 

The first company floundered, however, before 
the surveys were well begun in the political upset 
known as "The Pacific Scandal" and the depression of 
1873. The new government failed to find a successor, 
and resorted to construction of the line iat da 
as a public work and "as the financial resources of 
the country permitted." The change of method meant no 
change in national policy; the railway remained a 
necessity and would be built, sooner or later, as a 


public work or a private enterprise with state aid. 
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The change of government of 1878, the return 
of prosperity and the initiation of.a national policy 
of tariff protection were followed in 1881 by a return 
to construction by subsidized private enterprise. 

The Canadian Pacific Railway Company, with a cash 
subsidy of $25 million (later helped out by loans) 

and a land grant of 25 million acres (later in part 
surrendered to the government for cash) and the gift 
of the already built lines in Ontario, Manitoba and 
British Columbia (of a value of $31 million) undertook 
to finish the railway and operate it. 

In the debate on the Act of 1881 which 
ratified the agreement with the syndicate that had 
undertaken the task of completing the railway, Sir 
Charles Tupper, Minister of Railways and Canals, 
declared that "the great national wavs the Canadian 
Pacific Railway .. ." should be constructed "... 
through the agency of a private company aided by a 
grant of land and money,’ To that. Prime Minister 
Macdonald added that the company "would get a fair 
and full return for all their risk, for all their 
expenditure, and for all their responsibility." The 
Canadian Pacific Railway Company, that is, was to 
adopt a present day phrase, to be "the chosen instru- 
ment" of national policy in fulfilling the purposes 
and obligations of the Dominion. Not only was the 
company to build the railway, however; in the 
astounding language of the Act it was ". . . hereafter 


and forever ...to.. . efficiently maintain, work 
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and run the Canadian Pacific Railway." This obliga- 
tion in perpetuity was made even more solemn by the 
matching exemption of the company's railway property 
from taxation in the Northwest Territories also in 
perpetuity. 

Q. Before going on, Dr. Morton, this was 
a general policy followed by the national government -- 
this matter of land grants to assist the railways in 
the construction of the project; the particular pro- 
ject? 

A. yes. 

Q. And, from your studies, this matter of 
land grants subsequently became, I understand, a matter 
of some concern, particularly in the western pro- 
vinces, and there was -- quoting from a work "The 
History of Prairie Settlement and Dominion Land Policy," 
by Morton and Martin, at page 329 -- I will read you 
a portion and ask you whether or not you agree with 
this statement: 

"The last of the statutory railway land 

grants were made to the Pipestone extension 

of the C.P.R. and the Saskatchewan and Western 
Railway on July 23, 1894. The Liberal govern- 
ment which took office in 1896 not only dis- 
continued the practice but publicly disavowed 
the policy of land subsidies in aid of railway 
construction, 'It is’ not a’ part of the policy 
of this government,'- stated the Minister of the 


Interior in 1907 'to give land grants to railways.' 
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"There was one reason, perhaps, more im- 


"1 


portant than "policy" for terminating land 
subsidies and for liquidating outstanding land 
grants already authorized to the railways. 
There would soon be no more land grants to 
give. The government, asserted Clifford - 
Sifton in 1906, had 'never stopped giving 
land grants os o.antil the land ran out.' 
The ruthless scramble for eligible land 
reserves was in itself a sign that the 
supply of odd-numbered sections of land 
"fairly fit for settlement' was nearing 
depletion, while vast areas already ‘earned’ 
por ini the: process, of being,'earned!' by 
railway construction still remained to be 
located. The last general revision of 
the Dominion Lands Act, moreover,. had been 
made in 18386. The time had come not only 
for a general revision of the statute but 
for the relief of odd-numbered sections 
which still remained unappropriated in 
the .'great reservations made .... for 
land grants to railways.' 

"Many defective features of the system 
were liquidated or improved by steady 
administrative pressure from the Department 
of the Interior. Of all the land grants 
to railways ‘only 1,825,423 acres had been 


patented! up to 1896 -- an expedient for 
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‘evading taxation' which Western Canadian 
municipalities have never ceased to number 
among their political grievances." 

a 4 Yes, I would concur in that statement, 

Q. Would you go on, Dr. Morton, please? 

A. The government of Canada emphasized 
the national character of the line by requiring that 
it be built across the national but uneconomic territory | | 
north of Lake Superior. This decision was strikingly 
justified when troops had to be moved to the Northwest 
to suppress the Saskatchewan Rebeltion. The whole 
line to the Pacific was completed late in 1885 and 
operation from Canada to the west coast began in 1886. 
The line, private owned and operated as it was, was 
thus a national line built as part of national policy 
to fulfill national purposes. 

Q. Was national policy or the public 
interest limited, Professor Morton, to simply the 
construction and operation of the railway? 

A. No, it was not. The task of railway 
construction seemed far more imperative in the first 
generation of railway-building than did what rates 
the railways might charge when in operation, In any 
case, the economic philosophy of the day led to the 
assumption that competition would protect the interests 
both of the general public and of private persons. 

It took some experience to reveal that competition was 
Sore lacking or inadequate, either because an area 


was served by only one railway, or because rallway 
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companies combined to charge agreed rates. Railways, 
moreover, might always discriminate among areas or 
shippers in fixing their schedules of rates. 

When public complaint began in the 1870's, 
the Canadian government under the B.N.A.Act of 1867 
had full jurisdiction over interprovincial railways. 

It would also, in virtue of the part it had played 

in bringing the railways of Canada into being, by 
material aid no less than by legal creation, as well 

as by working the doctrine of the public responsibility 
of "common carriers", intervene to limit or regulate, 
by law the rates charged by Canadian railways.. This 
was done by statute in 1879, and power was taken for 
the Governor General in Council to limit rates to a 
level which would permit the railway companies dividends 
of no more than 15 per cent on capital expended on 
construction, 

Such a measure was obviously more important 
in principle than in fact,but the principle was applied 
more stringently in the charter of the Canadian Pacific 
Railway in 1881, when by section 20, rates could be 
limited to a level permitting dividends of 10 per cent ~ 
on capital expended. 

The principle of public regulation, important 
as it was, was not used in such a way as to create a 
national policy of rate regulation. While there 
seems no ground for belief that rates charged by 
Canadian railways were exorbitant or unreasonable 


compared with those charged by comparable (that is, 
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American) railways, they were higher in western than 


in central Canada because rail and water competition 


~~ 


existed in central Canada and not in the West. 
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MR. MAURO: I wonder if you desire to take 
a recess? | 

THE CHAIRMAN: well, I think we might carry 
on. 

MR, MAURO: Q. Professor Morton, why was 
rate regulation of importance to Manitoba and the 
Northwest in particular? 

A. The reason for this was partly the geo- 
graphic position of Manitoba. Its remoteness, however, 
was as accessible to Anehiwen as to Canadian railways, 
and it might theoretically at least have expected to 
enjoy the benefits of Schpecwrioan But another part 
of Canadian national policy, and particularly after 
1879, was the maintenance of a protective tariff. The 
tariff of course operated to diminish the flow of goods 
northward from the United States and so to diminish 
the competitive capacity of American railways to haul 
exports from Manitoba, The general effect was to make 
Manitoba and the Northwest, as the Prairie Provinces 
have remained, an area in which Canadian railways 
are sheltered from the competition of American rail- 
ways. Equity thus demanded some regulation of railway 
rates to offset this consequence of national policy. 
Even more urgent was the national need to encourage 
a flow of wheat exports to market in order to pay for 
the national development of Canada. 

Q. Was Government policy effective in 
removing inequities in the rate structure prior to 


1897? 
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A. I would say not, In so far as the 
inequality of rates between central and western Canada 
was altered before 1397, it was not by government regula- 
tion, The ending of the disallowance of railway 
charters granted by the province of Manitoba and the 
cancellation of the monopoly clause of the Canadian 
Pacific charter in 1888, as a result of a bitter 
political, agitation, aiiowedt the entry of the Northern 
Pacific Railway to that province, but its competition 
was very restrained and forced only a slight reduction 
of rates in Manitoba. 

Q. When did the national government first 
ask to remove this disparity between east site cist 

A. Not until 1897 did it become national 
policy to seek to modify the monopoly position of the 
Canadian Pacific Railway in the west and to seek to 
reduce the disparity between the rates charged in central 
and western Canada. In return for a cash subsidy and 
a land grant for the construction of the Crow's Nest 
Pass Railway in 1897 into southern British Columbia, the 
Canadian Pacific Railway was required to reduce its 
rates on specified commodities moving to western Canada 
and on grain and flour moving east. These statutory 
rates were the first, as they remain the fundamental 
attempt, at achieving a national policy of minimizing 
differentials in freight rates in the inter-regional 
and export trade of Canada. The novelty of this aspect 
of national igi as well as its complexity, is given 
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Edmonton, during the debate on the Crow's Nest Pass 
contract in 1897: 7 
"There is no question of ‘railway or no 
J | 
railway' in this country now, wherever the 
circumstances will justify construction. The 
question is solely one of rates and management 
and it is because the railway rates have 
been distinctly against the west in particular 
and in general from the first that Manitoba 
and the Territories have shown so much less 
rapid progress than was expected when the 
Canadian Pacific Railway was first aided. 
It is for the same reason that the trade of 
eastern Canada with the west has not increased 
as was hoped at the same time, partly because 
the trade is not there to be done, and partly 
because, Owing to the more advantageous rail- 
road situation of the United States manufactur- 
ing and commercial cities of Chicago, St. Paul 
and Spokane, a large proportion of the trade 
of the west is done with those cities. And 
as the duties are lowered (i.e. by a Liberal 
government ) a proportionately greater share 
of the trade will be done by them, unless 
the rates of transportation between eastern and 
western Canada can be reduced to a level very 
far below what they have been, A general 
and adequate cheapening of the rates from 


eastern and throughout western Canada would 
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develop the west and enable the east to reap the 
sole outside profit of that development. A 
failure to bring down vine rates to the point 
of final effective competition with the lines 
of the United States is to fall short of the 
mark; is to continue to retard the west, and 
to divide its trade between eastern Canada and 
the United States, to the increasing advantage 
of the latter. It is because of the uni- 
versal recognition of this fact that the 
prospect of a radical change in the constitu- 
tion of the western transportation problem 
was hailed with universal satisfaction through- 
out the Dominion; and it has simply been taken 
for granted by all parties that the Crow's 
Nest wes line must be built, not because of 
the line itself, but because of the new 
railroad policy of which it was to be at once 
the announcement and the commencement." 
Q. What was the pattern of railway con- 
struction after 1897? 
A. The construction of the Crow's Nest 
Pass Railway begun in 1897, repeated the familiar 
pattern of cash subsidy and land grants as sewer 
noted. | 
In preceding year another -established 
pattern had been repeated when the Canadian Northern 
began its extraordinary career, aided by the Province 


of Manitoba. Provinces and municipalities had aided 
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railways as well as the Dominion, and the Canadian 

Northern was to specialize in winning such help. 

The rise of the Canadian Northern on the 
erest of the swelling tide of prairie settlement was 
accompanied by the growing interest of the Grand Trunk 
in the Canadian West. 

If the Dominion were to ata these new 
bidders for the long haul freight of the West, it would 
have been sound national policy to have brought the 
old eastern line of the Grant Trunk into union with 
the western upstart, the Canadian Northern. 

This was not done, however, as it did not 
seem as desirable then as it was to do later. The 
Canadian Northern continued to collect guarantees, to 
advance to the Pacific and to build through to central 
Canada where it built or acquired lines. The federal 
government made a policy out of the desire of the 
Grand Trunk to enter the West and out of a host of 
provincial ambitions in central and eastern Canada. 
The Grand Trunk was to build from Winnipeg to the 
Pacific by the agency of a subsidiary, the Grand 
Trunk Pacific, and was to rent a national line to 
be built by the government from Winnipeg to Quebec 
City and to Moncton, 

Prime Minister Laurier when he presented 
the government's railway policy in Parliament in 1903, 
put it forward as a transcontinental line wholly on 
Canadian territory and serving Canadian ports. Such 


a line, he affirmed was "a national as well as a 
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commercial necessity." Moreover, he continued, "we 
consider that it is the duty of all those who sit 
within these walls by the will of the people, to pro- 
vide immediate means whereby the products of those 
new settlers (in the nitnvaik) may find an exit to 


the ocean at the least possible cost.” Laurier, 


-using inflated rhetoric to defend an inflated scheme 


of construction, recognized the national need to move 
the grain of the prairies to the ports at minimum cost. 

Both the Canadian Northern and the Grand 
Trunk, with its subsidiary, the Grand Trunk Pacific, 
despite extensive and repeated guarantees and grants 
from federal and provincial governments, were bank- 
rupted by the AE See and parallel building in- 
volved in their gigantic and unregulated schemes. 

To their ruin the rising costs of the war years gave 
the final blow. 

Q. There is a rather interesting comment 
in stalin "Life and, Letters.of Sir wilfrid Laurier" 
on this particular matter, and I will read now from 
page 193: 

"In the country, the complexity of the 
project at first stood in the way of acceptance, 
but very soon its sweep and comprehensiveness 
touched the interests of great numbers and the 
imagination of many more, The country wanted 
new roads and felt it could afford them. 
Weaknesses were found in the government's 


plan, but no feasible alternative was steadily 
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urged in its stead. The policy which time 
has shown should have been followed -- a union 
of the Grand Trunk, with its “ide lbeadn sty’ 
connections and terminals in the East, and 
the Canadian Northern, with its well-planned 
prairie feeders, with government aid to bridge 
the gap -- was not then so obvious, Sir Wilfrid 
had the insight to realize that this would be the 
wisest plan. He brought Mr. Hays and Mr. 
Mackenzie tagether in his office in the attempt 
to find a basis of union or cooperation, pe 
Charles River-Wilson, Chairman of the Grand 
Trunk, and Mr. Hays held conferences with 
Messrs. Mackenzie and Mann of the Canadian 
Northern in 1902 and 1903, looking to this end, 
but in vain. The old road, proud of its 
four hundred millions of debt, despised the 
upstart; the new, conscious of towering 
ambitions and of local influence and knowledge, 
underrated the old." 
I suggest that that, perhaps, is an analysis 
of the situation concerning --- 
A. Lt’ is a nice’ way to’ reel. 
Q. What of the national policy in the field 
of rate regulation after 1897? 
A. Here, of course, we are going into what 
we call the modern or present day situation, and a 
national policy of regulation definitely emerges. 


The Crow's Nest Pass rates came into full 
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force in 1899, The Crow's Nest Pass Act had referred 
to the setting up of a railway commission to regulate 
rates generally. In 1903, as a result of studies by 
Professor S. J. McLean, the commission was established 
by the Railway Act of 1903. 

Its work for the first years was light, as 
the public demand was again for railway construction 
rather than rate regulation, and consisted in the main 
of considering discriminations among localities and 
classes of shippers in thoatretuelt rates structure, 

It did not, however, seriously modify that 
structure in western Canada as it had been left by 
the Crow's Nest Pass agreement. The chief modifica- 
tion had been forced by the government of Manitoba, as 
the producers of that province were not satisfied with 
the reductions given by the Crow's Nest Pass rates. 
The provincial government in 1901 made an agreement 
with the Canadian Northern Railway by which, in return 
for cash subsidies the railway substantially lowered 
rates on grain hauled over its line by Rainy River 
to Fort William. The Canadian Pacific was forced 
to do likewise. One result was that from 1903 to 
1918 not the Crow's Nest Pass rates, but lower ones, 
were in force in western Canada. 

In the Western Rates case of 1914 the 
Railway Commission established maximum general rates 
for the Prairiesasection, These took account of the 
need of the two new railways, the Canadian Northern 


and Grand Trunk Pacific, for high returns in the 
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non-competitive areas of the West to meet their 
mounting costs of construction and operation, The 
"mountain differential" in British Columbia was main- 
tained. The case is perhaps the outstanding example 
of how the national policy of seeking to ogre oil 
differentials in transport costs among the regions of 
Canada has had to struggle with the real considera- 
tions of physical obstacles, the need of private 
companies for profit, and the difficulties of estima- 
ting a fair return on railway investment. 

The Eastern Freight Rates case of 1916 
resulted in permission to raise rates east of Fort 
William, the feffect, iin principle, wasirtoybring 
about a greater degree of equality between the West 
and central Canada. But the competition of water- 
borne freight meant that little use oui be made 
of this permission. 

Thus the basic disparity of the general 
freight rate structure of Canada remained, as the 
premises from which the Commission worked did not 
permit them to equalize wholly the rates of western 
Canada with those of central Canada, and the national 
policy of regulation extended only to modifications of 
the differential and not to the use of positive means, 
by subsidy or statutory limitation, to remove the 
differential. 

National policy, that is, pointed to the 
ideal of parity of rates among the sections, but the 


competitive rates of central Canada, together with its 
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political preponderance in Parliament, stopped the 
realization of the ideal at the level of general rates 
reached in the Western and Eastern Rates cases, 
Q. I want to read now to you, Professor 
Morton, a section of this book which tends to relate 
to wae you just said as to national policy, and I 
am reading from "A History of the Canadian Pacific 
Railway" by Harold A. Innis, and this was published 
in 1923, and this is reading from his chapter entitled 
"Conclusion", and I am starting with page 29l,and I 
would ask you for your comments on it: 
"Under these conditions, the Canadian 
Pacific Railway was constructed through the 
long stretch of unproductive and difficult 
territory north of Lake Superior, and traffic 
was developed in Western Canada by means of 
various devices and with the utmost possible 
rapidity. Private enterprise had under- 
taken the task, and by virtue of the liberali- 
ty of the terms, the general attitude of the 
Canadian Government, the spread of population 
in the western states, the completion of the 
St. Paul, Minneapolis and Manitoba Railway 
to Winnipeg, and the knowledge gained of 
the nature of the task during the earlier years, 
the road was completed to the Pacific coast in 
1886. Its completion, moreover, found the 
Canadian Pacific Railway Company in a satis- 


factory financial condition. 
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"The diversion of traffic to eastern 
Canada by the Canadian Pacific and other roads 
has been accomplished successfully, but to some 
extent at least at the expense of Western Canada 
and with considerable protest from that area, 
The existence of a large surplus on a balance 
sheet of the Canadian Pacific Railway Company 
and the consistent payment of large dividends, 
accomplished through a high dividend rate and 
relatively large issues of common stock, have 
been shown to be largely the result of the freight 
situation in Western Canada. The successful 
protests of Western Canada against the monopoly 
clause did not materially change the condition, 
nor did the Crow's Nest Pass Agreement or the 
appointment of the Board of Railway Commissioners. 
Nor does there seem to exist any prospect of 
immediate change. The general acquisitive 
attitude of Eastern Canada, the result of its 
historical background, will scarcely sanction 
an increase in the deficit of the Canadian 
National Railways in order to allow a lowering 
of rates in Western Canada, nor will it agree 
to an increase of rates in Eastern Canada. It 
will scarcely permit the reduction of a tariff 
which would endanger the traffic of the National 
Railways, consequently increasing their deficits 
and at the same time diverting traffic to the 


United States, It will scarcely be tactless 
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enough to increase taxes on the Canadian Pacific 
to reduce its dividends and its surplus because 
of the resulting disturbance to the financial 
situation in Canada, because of the paleeanud 
astuteness of that organization and because of 
the possible decline in morale which might 
result. 

"On the other hand, the tax which has been 
paid by Western Canada as a result of the par- 
ticular attitude of Eastern Canada has provoked 
a movement the strength of which is difficult to 
estimate. The land situation involving the 
holding of alternate sections by the Canadian 
Pacific seriously hampers social development. 
With tax exemption, the construction of schools 
is, restricted. The taxation problem, in general, 
has been serious increased because of tax privi- 
leges:. 

"The Canadian Pacific Railway, as a vital 
part of the technological equipment of Western 
civilization, has increased to a very marked 
extent the productive capacity of that civiliza- 
tion. 

"Western Canada has paid for the development 
of Canadian nationality, and it would appear that 
it must continue to pay. The acquisitiveness 
of Eastern Canada shows little sign of abatement.” 

Remembering that this was published in 1893 I would 


ask you whether or not, from your research into the 
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subject, it does in fact reflect the attitude of 
Western Canada and the historical development at that 
time. 

A. It is very gratifying for Western 
Canada to hear Eastern Canada uttering such sentiment. 
Certainly it expresses the view of Western Canada on 
the right to railway construction. 

Q. Now, ant Morton, you have described 
the development of national policy in both railway con- 
struction and rate-making up to 1950. What of the 
years following? 

A. The bankruptcy of the Canadian Northern, 
followed by that of the Grand Trunk, resulted in the 
Government of Canada taking over those lines which were 
incorporated with the existing government railways in 
the Canadian National Railways in 1923. The mainten- 
ance of public credit and of railway service to great 
areas of the country were the considerations which led 
to this prone and, to a degree, involuntary extension 
of national railway policy to include the public owner- 
ship and operation of a vast national system, Nothing 
on the other hand, could more forcibly illustrate the 
integration of national and railway policy in Canada. 
Since 1923 it has been government policy to maintain 
the publicly operated system in commercial competition 
with the privately operated Shoah tanracarins subject 
to the special demands for local services it is par- 
ticularly difficult for a publicly owned railway to 


resist. 
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War conditions also forced the modification 
of rate regulation by the suspension of the Crow's Nest 
Pass Agreement from 1918 to 1922 and major rate 
increases granted. 

In 1922 the suspension of the Crow's Nest Pass 
Agreement ended. After reference to a Special Com- 
mittee of Parliament, the Agreement was sinned ee for 
two years more except that the Crow's Nest on rt eae 
grain and flour moving east were restored. When the 
suspension ended in 1924, the railways petitioned the 
federal cabinet for tipialaeee suspension of all the 
Crow's Nest Pass rates. Onereference to the Board of 
Railway Commissioners, a majority of the Board held 
that it was not bound by the agreement of 1897, and that 
the Crow's Nest rates rested on the agreement, not the 
statute. The Supreme Court, however, ruled that the 
Board was bound by “ee Act, that the rates applied only 
to Canadian Pacific lines in existence i nwiG97 sand 


that changes in the rates must be made by Parliament. 
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Parliament then passed an Act which varied 
the agreement indefinitely but applied the Crow's Nest 
rates on grain and flour moving eastward on all lines 
in the west, a total of over 17,000 miles of track. 

The intent of the Act, said Hon. G. P. Graham, Minister 
of Railways, was "to give the Board of Railway Commis- 
sioners a free hand in the equalizing of rates through- 
out Canada in order that all parts of the country may 
be equally situateG with the others. 

I thought it a rather extraordinary statement, 
sir, and I must say I thought it was wrung from the 
minister during debate in the House of Commons, I 
don't know whether he would have written it in cold 
blood. 

In 1926 the Crow's Nest Pass rates were ex- 
tended to grain and flour moving westward. 

In 1927 an addition to statutory limitations 
was made when as a result of the Duncan Royal Commission 
on the condition of the Maritime Provinces in Confedera- 
tion, freight rates in the Maritime Section, extended 
westward to Quebec, were reduced by 2O per cent. 

Once more the approach to the economic ideal 
of sectional parity was piecemeal and halting, but at 
least these years had been marked by "the acceptance 
by the Board of Railway Commissioners, encouraged by 
the Government, of the policy of equalization." 

During the same years highway construction 
and the development of haulage by truck, coupled with 


the deepening of the Welland Canal and the rebuilding 
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of the locks, presented the railways with new competi- 
tion, not only in the low rate bulk freight of the 
water carriers but, more severely, in the high rate, 
light freight so easily captured by trucks. 

The elements of the rates structure and the 
factors of competition began to become, as they have 
remained, exceedingly complex and also exceedingly 
mobile, 

To add further to the difficulties of regula- 
tion, there was the fact that truck traffic and highways 
are under provincial jurisdiction, the railways under 
federal. 

Neither the Royal Commission appointed in 1931, 
nor that appointed in 1949, produced recommendations which 
materially modified the situation, 

The one new element in the situation was the 
introduction, on the recommendation of the Commission of 
1949, of the payment of a subsidy of approximately 
$7 million a year to the two systems as compensation for 
the operation of their lines across the "traffic desert” 
north of Lake Superior. 

Here is to be found another element of a 
national policy pointing to the ideal of sectional 
parity, as compensation to the railways for the lack of 
revenue north of Superior was in fact compensation also 
for any lowering of rates in the relatively non-com- 
petitive Prairie section, 

| Q. What of this sectional disparity, this 


policy in regard to sectional disparity, since 1951? 
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A, Here I imagine we could be controversial 
Since 1951 the conditions and regulations under which 
the railways of Canada have operated have been governed 
by the two factors of ever severer competition from 
water carriers and truck haulers and by the price and 
wage inflation. 

This situation has been met by grants of 
percentage increases in the rate structure across the 
country. These “horizontal” increases have operated 
to increase the sectional disparity which national 
policy since 1897 has sought to diminish. The in- 
creased rates have been put into effect in the 
relatively non-competitive sections of the country, 
and not in the ever more competitive region of central 
Canada. Thus the definite, if imperfectly realized 
national policy of reducing sectional disparity has in 
effect been abandoned for the practice of granting in- 
creases which augment that disparity, to the ever 
greater jeopardy of the national economy at a time 
when wheat exports are becoming relatively more im- 
aoeuaks as other exports, less efficiently produced, 
encounter difficulty in building world markets, and 
the great injury of the- Prairie Provinces in par- 
ticular, where despite a diversity of the economy 
Peaceaat of a generation ago, the wheat crop still 
remains unrivalled in mass and value, 

Q. What is your assessment of the present 
situation both as it applies to the railways and to 


the Province of Manitoba? 
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A. I must say, sir, that I am here as an 
historian and that question leads me off my own ground, 
but I will venture to say that the plight of the rail- 


ways has been not less severe. The railways, however, 


had had alternative sources of income and may find 


alternative means of increasing efficiency. To 
Manitoba the alternative to the Crow's Nest Pass 
rates has been not merely higher freight rates. It 
has been at once near monopoly rates on its principal 
freight, grain and flour, and also ever higher rates 
relative to those of central Canada in other com- 
modities. To depart further from, ‘indeed, not to 
return to the ideal of a national railway policy of 
furnishing rail évarisport at minimum differential rates 
throughout the various regions of Canada would, in the 
light of history, be to undo the work of a century of 
nation building and make the position of Manitoba 
and the West in Confederation one of hardship and 
discrimination, 

MR. MAURO; Thank you very much, Dr.Morton. 
I would ask you to answer the questions of the Com- 
mission and my learned friends. 

THE CHAIRMAN: Have you any questions, Mr. 
Cooper? 

MR. COOPER: No, thank you, Mr, Chairman. 
I don't think I need ask any questions on this histori- 
cal review. I think the material is there. for the 
Commission's information, 


THE CHAIRMAN: Mr. Dickson? 
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MR. DICKSON: No, sir, no questions. 

THE CHAIRMAN: Mr. Doherty? 

MR, DOHERTY: I have no questions, Mr.Chairman 

MR. McDONALD: I have no questions, Mr. 
Chairman. 

MR. BRAZIER: I have no questions. 

MR. SINCLAIR: Yes, Mr. Chairman, I have one 


or two. 


CROSS-EXAMINATION BY MR. SINCLAIR: 

Q. Dr. Morton, the mere fact tHae a govern- 
ment grants aid to a company to get their’ agreement to 
undertake risks and obligations does not make the 
government a partner of the company which undertakes 
the work for that consideration? 

A. Not in a legal sense, no. 

Q.« Or in a factual sense? 

A. In a factual sense I think one may say 
that it would. 

Q. If the only way you could get the person 
to undertake the obligation was to grant him the aid, 
then, how, in the factual sense, in your opinion, 
could the person granting the aid continue to be a 
partner? 

A. Because he would have, or it would have, 
as the case may be, a concern seeing that the task for 
which the aid was given was performed. If the agent 
chosen did not perform the task, then the government, 
in the instance we have in mind, would have had to 


simply do the job itself. 
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Q. But only in that sense? 

A. Only in that sense, yes. 

Q. You made reference to Prime Minister 
John A. Macdonald? 

A. Yes. 

Q. In regard to the Canadian Pacific he said, 
according to your quote, "The company would get a fair 
and full return for all their risk, for all their ex- 
penditure and for all their responsibility": on behalf 
of Manitoba would you agree that thet seat baent of 
Sir John A. Macdonald is equally applicable today? 

A. I am not sure, Mr. Chairman, what right 
I have to speak for the Government of Manitoba. I 
presume none, However, speaking as someone whom they 
have called, I would say, "Yes, of course," 

Q. Dr. Morton, the amount of the aid for 
the building of the Crow's Nest section of line and the 
cash subsidy was not out of keeping with what was the 
usual aid for mattersof that kind at the time, 
historically, was it? 

A. No, 

Q. Indeed, that much cash and land in a 
number of instances were given without any other obli- 
gation but to build the line for the railway? 

A. yes. 

Q. And the rate reductions that were made in 
1897 by Canadian Pacific with regard to the grain 
eastbound and with regard to commodities westbound was 


in keeping with the reductions that were then going on 
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in railway rate making as the country developed; isn't 
that correct? 

A. I have no positive knowledge of that. 

I presume it is correct because they were meant to meet 
competition of American lines south of the border. 

Q. And would the rate structure for the 
movement of grain, in your opinion, at a level equal 
to meet American competition for the movement of grain 
to export be satisfactory at the present time? 

A. Not necessarily; other national considera 
tions might come into play. 

Q. But from a transportation standpoint? 

MR. MAURO: =I don't want to interfere with 
my learned friend's cross-examination --- 

THE CHAIRMAN: Again, this is an historical 
witness. 

MR. MAURO: Yes. 

MR. SINCLAIR: Q. The strict application 
of the Crow's Nest Agreement in 1897, Dr. Morton, 
applied only to shipping lines in existence on Canadian 
Pacific in 1897? 

As That is correct, as a matter of law. 

Q. That was the strict application of the 
agreement? 

A. yes. 

Q. Correct? 

A. Correct. 

Q. And if that agreement was strictly 


applied now, many shipping stations for the movement 
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of grain would be substantially higher than it would be 
under the Crow's Nest Agreement; is that correct? 

MR. MAURO: Well --- 

THE CHAIRMAN: That, again, is a matter of 
law, I think, 

MR. SINCLAIR: I think that is a matter of 
historical fact, and I think the witness should answer 
it: 

MR. MAURO: The professor made a statement 
in his precis and in his evidence that the agreement 
was varied in 1925, and that is the historical fact. 

As to the effect or the interpretation of it, Mr. 
Sinclair and I are going to talk a great deal about it. 

THE CHAIRMAN: Partiament spoke in that regard 
in 1925, in the Supreme Court. 

MR. SINCLAIR: Is the Commission ruling that 
the witness is not to answer? 

THE CHAIRMAN: Well, put the question again. 

MR. SINCLAIR: Q. Dr. Morton, my question to 
you is this: if the Crow's Nest Agreement was strictly 
applied, then a number of shipping stations in Western 
Canada that are now moving their grain at the level of 
1899 would be on a much higher level; is that correct? 

A. If I were to anwwer that question in 
the affirmative, I would ignore the historical develop- 
ment since 1899, The historical devalopuents are 
recounted in the precis, and they led up to the statute 
or 1925% 


Q. But if the agreement was applied strictly, 
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the statute of 1925 was not there, would you agree, 
as an historian, factually, that rates from a number 
of shipping stations in Western Canada for the movement 
of grain would be higher tortey than.they are under the 
statute of 1925? | 

THE CHAIRMAN: He can only answer it in one 
way, Mr. Sinclair, as you and I know, that but for the 
Privy Council decision in 1925 and the action of 
Parliament, that would be so. 

MR. SINCLAIR: The answer to the question, 
historically, is "Yes". 

THE CHAIRMAN: I believe so, 

MR. SINCLAIR: Q. Would you disagree with 
that? 

| MR. DICKSON: May I interrupt, Mr. Chairman. 

I would like to Bipot my friend Mr. Mauro; I think 
this question of getting into the legal effect of the 
various judgments, the legal effect of the amendment 
in 1925, the Railway Act, is not going to be very 
profitable for the Commission. I say with all respect, 
and I think my-friend Mr. Sinclair recognized this 
morning in his examination of the Premier of this 
province that this was not the appropriate time or 
place to engage in a legal argument, and I would sug- 
gest that the same consideration should apply with 
regard to Professor Morton. “3 

THE CHAIRMAN: Well, Mr. Dickson, I think 
- we will hear a great deal before we are finished with 


this Commission on this subject of the amendment in 
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1925, and due to the fact that certain freight rates 

on commodities going west were abandoned in the amend- 

ment; but, I don't think it hurts or helps your case 

any that the question be answered, Mr. Sinclair. 

MR. SINCLAIR: I would like to have Dr. 
Morton's answer. 

THE WITNESS: I can answer you historically. 
It is completely unhistorical to suppose something 
which, in fact, happened had not happened. If the 
thing happened, namely, that the Crow's Nest Pass 
rates were applied as you say strictly, then I can say 
perfectly confidently, as an historian, and moreover 
as a westerner, there would have been a.political 
explosion in the West which would have probably got 
an Act of Parliament more drastic than ua? de 1925. 

We. SINCLAIR: Q. Thank you, ‘That, I 
think, is a very helpful answer for the Commission 
having to determine what happened in 1925. 
| MR. MAURO: And also they are determining 
public interest. 

MR. SINCLAIR: Q. You referred to war 
conditions forcing modification of the Crow's Nest 
Agreement as to rates, and that major increases were 
granted, Wouldn't it be more correct to put it this 
way: that Pen gea costs of transportation brought 
about ue inflation in wage and material prices, as an 
effect of World War I and its aftermath, caused these 
rates to be increased? 


A. Yes, I quite agree it would be. 
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1 

Q. In your paragraph 45 -- and I know you 
: would like to correct this -- you say in 1926 the 
: Crow's Nest rates were extended to grain and flour 
: moving westward. It is Septenber 12th,1927? 
5 
| A. Yes. 
6 

Q. Dr. Morton, when you came to your 
‘ paragraphs 54 through 56 you said you were getting into 
j a controversial area and possibly a little out of your 
: field, and I am keeping that in mind, and there are 
. other witnesses we will ask questions of, but there is 
7 just one point I would like you to clarify for me and 
for the Commission, please, and that is on page 17, 
and it is your ppricea lhl "It has been at once near 
A monopoly rates tli ced principal freight, grain and 
4 flour .. .'swhat do you mean by"near monopoly rates 
P on grain and flour"? 
8 A. I was thinking of the situation before 
ol 1888 when the province was freed from the restrictions 
40 of the Canadian Pacific charter, and brought the 
1 Northern Pacific in. 
$5 Qe What you are saying is that up until 
4 1888 railway lines were restricted under the Canadian 
4 Pacific charter, but from 1888 onward there wasn't 
95 that restriction? You said that earlier in your 

brief? 

26 
$i A. Not railway rates were restricted. 
* Q. Railway lines ~o"1 ae sorry. 
36 A. Yes, the building of railway lines. 


Q. That is what you had in mind? 
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ANGUS, STONEHOUSE & CO. LTD. Morton, cr-ex 4US3 
TORONTO, ONTARIO (Sinclair ) 
(Hume ) 
A. 16s, 
Q. You are not saying that the rates today 
for the movement of grain and flour in Western Canada 


are near monopoly? 


A. Oh, no; this is an historical reference, 


CROSS-EXAMINATION BY MR. HUME: 

Qe I have one question to ask you, Dr. 
Morton: at page 16 there is a statement, and I read 
it in one way and I don't think you intended it. In 
paragraph 55, your third sentence, See of 
the impact of horizontal increases, it says, "The 
increased rates have been put into ecfect into the 
relatively non-competitive sections of the country, 
and not in the ever more competitive region of central 
Canada." It was my understanding that while the 
greater percentage of the impact may have been in 
the relatively non-competitive sections, wouldn't it 
be more accurate to say that it was that way, and the 
way you have put it is that they were not imposed in 
central Canada, and I believe that is not quite correct? 

A. That occurred to me as I was making the 
statement, and I think it should read, "not to the 
same degree," 

THE CHAIRMAN: All right, Mr. Mauro. 

MR. MAURO: Thank you, Mr. Chairman. 

THE CHAIRMAN; Thank you, Dr. Morton, for 
your coming here. 

THE WITNESS: Thank you for the opportunity, 
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MR. MAURO: Certainly, I want to thank 
Dr. Morton, because we felt it might be proper and 
fitting, in the light of the very heavy emphasis on 
national policy in the terms of reference, and that 
it may be of some assistance to the Commission, to 
have someone of Dr. Morton's background develop it. 

THE CHAIRMAN: It is very worthwhile to have 
an expert of this calibre before us. 

MR. MAURO: The next order of witnesses will 
be Mr. Parker of the Manitoba Pool Elevator, to be 
followed by the City of St. James and the Manitoba 
Beet Growers Association, 

THE CHAIRMAN: you will have Mr. Parker here 
at two o'clock, and seoualt now adjourn until two 


o'clock. 


---Luncheon adjournment. 
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---On resuming at 2.00 p.m. 


THE CHAIRMAN: We will come to order now, 
gentlemen. 

Very well, Mr. Mauro. 

MR. MAURO: Thank you, Mr. Chairman, 

The next submission is on behalf of the 


Manitoba Pool Elevators, Mr. W. J. Parker, President. 


W. J. PARKER, called 


MR. PARKER: Mr. Chairman, members of the 
Commission, this, sir, will be an anti-climax after the 
very excellent presentation made by the Premier of 
Manitoba yesterday and this morning. If I may be 
permitted to predict, I would predict that in your 
meetings as you move further west you will not find 
another submission that will be more useful and perhaps 
none that will be as useful and constructive as that 
made by the Premier of the Province of Manitoba. uy 
hope that does not offend any of the political 
sensitivities of you, sir, and your two colleagues 
of those very wealthy provinces of Alberta and British 
Columbia. 

THE CHAIRMAN: It was a very excellent sub- 
mission, 

MR. MAURO: Mr. Chairman, the submission of 
Mr. Parker I would ask to be numbered Exhibit 95. 


---EXHIBIT NO. 95: Submission of Manitoba Pool 
Elevators. 
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MR. PARKER: Dated at Winnipeg and addressed 
to you, sir, this submission is made on behalf of 
35,000 farmers of Manitoba who constitute the active 
membership of the Pool organization, Manitoba Pool 
Elevators, in association with the Alberta Wheet Pool, 
the Saskatchewan Wheat Pool and the United Grain Growers 
Limited, is preparing a more comprehensive and sub- 
stative brief, which we hope to present to your Com- 
mission at a later sitting in Ottawa. 

On this occasion, Mr. Chairman, we wish to 
express our appreciation to you and your colleagues 
for undertaking this very arduous and very important 
task. we believe the results of your study may have 
major consequences of an economic and political 
character for tens of thousands of Canadian citizens. 

We also believe that the study which you have 
been commissioned to undertake is indeed a very timely 
one in view of the vast economic changes that have taken 
place in Canada during the last decade. . 

This presentation will indeed be a very modest 
one, Mr. Chairman, but on behalf of the farmers whom I 
represent I wish to welcome you to Winnipeg and Western 
Canada, because we firmly believe that you cannot 
fully understand the transportation picture without 
making detailed studies in the many regions of this 
vast geographical area comprising Canada. 

I would like to emphasize that, Mr. Chairman, 
that this is indeed a modest and not the type of pre- 


sentation we would presume to make were we making a 
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full one at this time. But, believing that the subject 
matter which you wish to study is common to the three 
prairie provinces, we are associated with the pool 
organization -- the United Grain Growers -- at which 
time we will be making a much more comprehensive brief 
and we will be prepared to cross-examine and be cross- 
examined at some length. 

Manitoba Pool Elevators is wholly owned by 
212 local elevator associations gcattered throughout the 
farming areas of Manitoba, and operates in excess of 
300 grain elevators in the province. Through meetings 
of their local Associations and meetings of Manitoba 
Pool Elevators, the members have indicated deep interest 
in the matters which your Commission is studying. 
Manitoba Pool Elevators, therefore, because of its 
position in the economic life of the province, makes 
this submission, not only as a grain handling organiza- 
tion, but as representatives of the farming industry 
of the province. 

These farmers, through their organization, 
Seid freight of approximately $3,600,000 on grain 
shipments during the last crop year. Based on this 
figure, we estimate the total average annual freight 
bill for grain shipments originating in Manitoba to be 
in the neighbourhood of $7,000,000. 

I think that is a very conservative estimate, 
Mr. Chairman. We know what we paid and we multiplied 
roughly by two, wea I think perhaps it could be a little 


more, but that is a conservative figure, as we estimate. 
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This freight movement is divided almost equally between 
the Canadian National and the Canadian Pacific Railways. 
The farmers on the Prairies are necessarily 

more conscious of the impact of transportation costs on 
our economy than any other large group of freight 
payers in Canada. They know the prices received for 
their products in the distant market places, and they 
are aware of the much smaller prices paid to them at 
the local shipping point. They know what they pay for 
the manufactured goods they consume, what they pay for 
the machinery so necessary to economic farm production, 
what they pay for fuel oil and coal; they also know 
that freight rates bear heavily on the prices they pay 
for all of these things. They know that they con- 
tinued to pay the same freight rates in times mane 
prices and in times when general economic conditions 
in Canada were poor, They are particularly concerned, 
therefore, about increases in transportation costs 
caused by generally buoyant economic condition in a 
period when the agricultural economy is depressed. 

| Agriculture is Manitoba's largest industry. 
Other industry and the entire economy of the West is 
dependent upon agriculture. Prairie production and 
prairie consumption is the foundation of prosperous 
industry, trade and transportation throughout the whole 
of Canada; it provides the raw material for many Canadian 
factories and its products constitute a very large per- 
centage of Canadian exports. 


The Canadian prairies are in the centre of 
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the continent. Winnipeg is 1,358 miles by rail from 
Montreal and 1,572 miles from Vancouver (C.N.R.). The 
prairies themselves extend for some 800 miles west of 
Winnipeg. 

A very small portion of prairie grain produc- 
tion is consumed locally. Canadian domestic markets 
can only be reached by a very long rail haul, and export 
markets are seldom available on this continent. As a 
result, freight rates on prairie production are a 
very much larger portion of the market price than in 
any other part of Canada. 

The position of Manitoba in the centre of 
Canada is particularly important in any sbudy of 
Canadian transportation because of the political com- 
position of Canada. Trade has been forced artificial- 
ly over long distances East and West, and the advantages 
of more economical markets to the south have been 


substantially lost to the prairie producer. 


There are some important natural advantages 
to transportation on the prairies, such as easy terrain 
and operation through relatively uncongesting areas, 
both of which result in lower construction, maintenance 
and operating costs. The longer distances, resulting 
inalower percentage of terminal costs, generally produce 
much lower total costs per mile. There is also con- 
Siderably less competition from other modes of transpor- 
tation, Because of the disadvantages of distance, we sug- 
gest that every effort should be made to give this area 
the full measure of all of its economic advantages. 


We suggest that the higher costs of the 
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mountain region, the problems created by intensive 
competition in Ontario and Quebec, the high cost of 
operating in congested areas and the higher percentage 
of terminal costs resulting from shorter hauls should 
all be eliminated from the yardsticks used for Western 
dank dn rate making. We contend that rates generally 
should be based on prairie region costs alone. 

Having said this, we agree that, within the 
prairie region, there are to a degree the same railway 
problems that ‘confront other regions of our railway 
systems; these are the common problems of passenger 
service, branch line economics and loss of prmeonerbo 
competing forms of transport. Your Commission will be 
directing much of its attention to these problems. It 
is not our intention to deal with them in full at this 
time, ©) We: would like, however, to mention some 
difference in our position in Manitoba with respect to 
the grain movement, and to deal broadly with the branch 
line problem. 

Manitoba's Position: In 1927, General Order 
No. 448 of the Board of Transport Commissioners, which 
followed the General Freight Rates Investigation, set 
rates on grain and flour from all points on C.P.R. 
branch lines on an equalized basis to the then present 
C.P.R. main line rates. All other companies were 
ordered to adjust their rates to the C.P.R. basis. 
Export rates to the Pacific Coast — set on the basis 
of prairie rates. It appears obvious that the policy 


was to set grain rates on the basis of main line rates, 
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irrespective of any higher operating and capital costs 
through the mountains and in some of the néw branch Lanes 
which were added to the system. 

The Maritime Freight Rates Act, the mountain 
differential case, the "bridge" subsidy and the ruling 
that passenger deficits must be borne by freight users 
were all attempts to adjust transportation economics in 
the national interest. We have no objection to the 
policy of setting grain rates for the Webiern portion 
of the prairies, and for the movement to Churchill, at 
the same rates as for the general movement of Manitoba 
grain to Lakehead. We do suggest, however, that it was 
not the intention, and should still not be the purpose 
to charge grain producers of Manitoba directly with any 
portion of the cost of these measures taken in the 
national interest. 

We, in Manitoba, are still convinced that we 
have no problem in the movement of our grain to Lakehead, | 
unless it is a branch line problem. We suggest that 
studies will show that the grain movement from Manitoba 
main line and major branch line points to the Lakehead 
are economical. We contend that our yardstick of 
measurement should still be that set out in Board Ofder 
No. 448; that is, the movement from the original Crow 
rate points to Lakehead. 

We further suggest that these statutory grain 
rates in Manitoba, considering the characteristics 
of the movement, are more economical than other bulk 


movements over similar distances. 
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We recognize that the cost of railway labour 
and material may continue to increase, but suggest that 
there is still room for 1 ila weibe effielency. The 
Manitoba farmer will continue to make a great economic 
contribution to our national economy, in spite of 
the present cost price squeeze. His technology and 
efficiency are increasing faster at the present time 
than any other segment of our economy, but he cannot mak 
his maximum contribution if transportation, upon which 
he is so dependent, does not also increase its effi- 
ciency, and if rail costs are to be designed to support 
a standard of living too far in advance of his own. 

Branch Lines: The Board of Transport Com- 
missioners for Canada now have an application from the 
Canadian National Railways for abandonment of the 
Rapid City Subdivision from Hallboro to Beulah, a 
distance of 74.4 miles, and the Wakopa Subdivision to 
Manitoba from Carman Junction to Deloraine, a distance 
of 79.6 miles. They also have an application from 
the Canadian Pacific Railway to abandon the Reston- 
Wolseley Subdivision, a distance of 122.18 miles, a 
small portion of which is located in Manitoba. 

At this time I would merely point out that 
the proposal to abandon the Rapid City Subdivision in- 
volves approximately 1,000 farmers who deliver their 
grain to elevators on that portion of the line in an 
average amount of 2 1/4 million bushels per year. 
Municipal roads and the provincial highway system 


are designed to service those particular shipping points, 
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and if the line were abandoned it would require all of 
these farmers to deliver either several miles to the 
north or several miles to the south, in each case to 
an existing Canadian Pacific Railway line. It would 
appear that the social and economic disturbance to the 
farmers, who were induced to settle there and design 
their road system to be serviced by these shipping 
points would be out of all proportion to the economies 
claimed by the Canadian National Railways. 

In respect to the other two proposed abandon- 
ments in Manitoba, i.e. the Carman Junction to Deloraine 
on the C.N.R. and that small portion of the C.P.R. in 
the Province of Manitoba, the circumstances are con- 
siderably different, and perhaps the claim for main- 
tenance of these two aeetions of railway service is 
not as valid as on the Rapid City Subdivision. 

We were notified of these applications during 
the month of November last, and were asked to state 
our position on these cases by December 31st, 1959. 

The proposed abandonments are the result of studies 
made over a long period of time by railway experts, 
and are presumably based on cost factors deemed 
relevant by the railways. We suggest that the approach 
is wrong. We also suggest that these cases, and the 
branch line problem generally, point up major errors 
in the railways' grain handling cost studies already 
ef See your Commission. 
We agree that too many branch lines were 


built; as they were so over-built in other regions of 
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Canada. We first suggest that the mistakes of the 
past, resulting from over-zealous competition in 
construction, should not be charged in the cost study, 
and further that these branch lines were not constructed 
solely for the grain movement. The railways are 
demanding a fair return on their operations and on 
their investment, based on today's cost position and 
total investment. We say that they must accept 
today's branch line costs as they should be for to- 
day's purposes, and not as they are because of their 
original purposes. 

We also suggest that the branch line movement 
contributes to the economics of the high density lines, 
ha therefore to lower rates for other commodities. 
Branch line costs should not, therefore, be on an exact 
balance sheet basis. 

We further suggest that there are uneconomic 
branch lines that cannot be abandoned. We agree that 
there are some that can be abandoned in the near 
future, and others that can be eliminated over a longer 
adjustment period, We recommend for your consideration 
the following approach to branch line abandonment: 

L's The abandonment programmes of the railways 
should be disclosed, rather than hidden, so 
that provincial and municipal governments, 
industry and the public can see the overall 
picture and the purpose. The individual 
approach is creating distrust, and each area 


goes into opposition because it appears to 
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be singled out. 

2s Once railway officials are convinced of ie 
economic need for abandonment, they, in 
conjunction with governments at all levels, 
and with industry, should make a joint 
economic and social study of the area 
affected so as to establish the adequacy, 
or otherwise, of alternate service to the 
communities affected. We suggest that there 
will be little political or other opposition 
when there is planned transition to other 
adequate means of transportation, 

Se We suggest that the cost of line abandonment, 
its study and its replacement by adequate 
alternative transportation, where necessary, 
should be a charge to all levels of govern- 
ment and the costs are small in relation to 
the burden, or the potential burden, on pre- 
sent rail users. 

4 We recommend, during transitional periods for 
lines approved for eventual abandonment and 
for lines ruled to be more or less permanently 
maintained for public convenience and necessity 
that operating losses be absorbed by the 
national treasury (subject to annual or 
periodic review by the Board of Transport 
Commissioners), and that no depreciation or 
return on capital be allowed to the railways, 


excepting on new capital placements approved 
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by the Board. We would point out that the 
railways lose these, in any case, if their 
applications for abandonment are approved. 
Only bare out-of-pocket costs should be 
included in calculating operating losses, 
for lines subsidized during transitional 
periods. 
Conclusion: In concluding this phase 
of our submission, we suggest that the branch line 
question, the passenger service problem and the pro- 
blem of adjusting to meet competition from other modes 
of transportation are more pertinent and more important 
factors for study by your Commission at this time than 
the question of statutory grain rates. Ao TaScsy Mr. 
Chairman,. we submit that the railways have not proven, 
and we question whether they will prove, that grain 
hauled from Manitoba is uneconomic, sawee eLeay with 
the elimination of some of the branch line problem. 
| We submit that there needs to be a getting 
together of the railways and their customers because 
of the mutual interest in solving the transportation 
problem, and that the grain trade in Manitoba will be 
only too willing to work with the railways and govern- 
ment in improving the service and the economics of the 
grain movement. 
There are other factors aeTatlae to transpor- 
tation which your Commission will be studying and if 
our Wate cien with its experience in the handling 


of grain and other farm products, can be of assistance to 
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the Commission, we are at your service. 
THE CHAIRMAN: Thank you, Mr. Parker. 


Mr. Cooper? 


CROSS-EXAMINATION BY MR. COOPER: 
Q. I just have a very few questions arising 
out of your submission. 
I direct your attention to page 3, and the 
second complete paragraph on that page whereyou say: 
"We suggest that the higher costs of the 
mountain region, the problems created by in- 
tensive competition in Ontario and Quebec, the 
high cost of operating in congested areas and 
the higher percentage of terminal costs resulting 
in shorter hauls should all be eliminated from 
the yardsticks used for Western Canada rate 
tae. We contend that rates generally should 
be based on prairie region costs alone." 
Do I understand from that, Mr. Parker, that it is the 
Submission of the Manitoba Pool Elevators bone rates 
for movements on the prairie should not take into 
account system costs, if one may put it that way, of 
the railways, but merely the costs of the prairie 
region? 
A. Well, in answer to your question we 
Suggest here that you eliminate the mountain differ- 
ential, which is something washing out the mountain 
extra costs in the national interest, and it should not 


be loaded on the movement of grain from Manitoba. 
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When you talk about system costs, admittedly 
some share of general overhead would necessarily be 
applied to the area here. 

Q. Would it be a lesser share than would be 
the case in the mountain area, for example? 

ht, No, not the administrative overhead. 

Q. Well, perhaps you could enlarge again 
on this phrase "prairie region costs alone"; that is 
what is causing me a little difficulty in understand- 
ing your submission. 

A. Well, in answer to your question, don't 
you think your competition in Ontario and Quebec, the 
eastern area of Canada, don't you think that the rates 
require and are necessary there in meeting competition 
automatically in order to produce the overall picture 
and increase the so-called captive transportation market 
in this particular prairie region. 

Q. Are you suggesting that some allowance 
should be made for that factor? 

A. yes. We think the actual operating 
costs in this particular region are definitely less 
proportionately than they are elsewhere. We have 
warehouses here for moving grain, we load and unload, 
and the longest trains in Canada are pulled over this 
region to load that grain. We think there are com- 
pensations here, economic compensations, that should 
be given very sympathetic consideration in the deter- 
mination. 


Qe You say also on page 3, Mr. Parker, that, 
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"it is not our intention to deal with them in full at 
this time" and the "them" is relating to the matters 
set out in the third complete paragraph on page 3 
where it says, "We would like, woReeer) to mention 
some difference in our position in Manitoba with respect 
to the grain movement, and to deal broadly with the 
branch line problem." I only raise that paragraph 
at this time to find out from you if in the later 
submission to Ottawa there will be any special section 
devoted to-the Manitoba Pool Elevators, or whether it 
will be a common submission of all the p001s? 

AG It will be a common submission of the 
three pools and United Grain Growers, and what this 
section refers to is the common problem of passenger 
service and the branch line economies and competition 
in other sections of Manitoba. It will be dealt with 
there more exhaustively at that time. 

Q. You set out the particular position of 
Manitoba here. Now, will there be a further develop- 
ment of that in the submission in Ottawa? 

A. No, 

Q. Now, with respect to branch lines, com- 
mencing at page 4 and at the bottom of that page you 
mention the proposal to abandon the Rapid City Sub- 
division which involves approximately one thousand 
farmers, and at the top of page 5 you state: 

", . . if the line were abandoned it would 
require all of these farmers to deliver either 


several miles to the north or several miles to 
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the south in each case to an existing Canadian 
Pacific Railway line." 
Now, could you give the Commission a little more 
definite information as to the number of miles the 
farmers would be required to go for deliveries in the 
event of this line being abandoned? 

A. I can't give von exact mileage. be- 
cause there are many variations, but I would say on 
the average they are probably compelled to deliver: any- 
where from seven to fifteen miles further than they now 
do. 

The other part of that answer is that the 
municipal roads, or the market roads or highways, are 
now designed to service the existing line that is pro- 
posed for abandonment, so it would require roads that 
are not now there in order to give them reasonable 
access. Now, in time and with different roads you 
might lessen the mileage which Ivam speaking of. I am 
not competent to answer that question; that takes a 
detailed analysis. 

Q. But what you are saying is that this 
abandonment will require the construction of new roads? 

A. And good roads. 

Q. Now, you mention the other two abondoné 
ments proposed, Carman Junction to Deloraine, and that 
Reston-Wolseley Subdivision, a small portion of which 
is located in Manitoba, and you say there that the cir- 
cumstances are considerably different. What are the 


differences in these cases? 
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A. Well, the one on the C.P.R. is only a 
short distance from the provincial boundary into 
Saskatchewan, and in that particular area there wouldn't 
be any particular hardship in Manitoba. I am not 
speaking of the rest of the subdivisions because I don't 
know, but in that particular area it will cause some 
inconvenience, but nothing approaching the inconvenieme 
that will be caused in the abandonment of the other sub- 
division on the Canadian National. 

On the other one, from Carman Junction down 
to Deloraine, there are in some of these places existing 
presently pretty satisfactory highway services servicing 
‘other shipping points. | Now, it will cause some incon- 
venience, but not nearly as much as the other sub- 
division to which I referred here . It causes less 
social and economic upset if those were abandoned than 
this particular one. 

Q. With respect to these abandonments, your 
submission states: 

"we were notified of these applications 

during the month of November last, and were 
asked to state our position on these cases 
by December 3lst, 1959." 

I presume that was done,as you stated? 

A. Yes. 

Q. And later on in that same paragraph on 
page 5 you say: 

"We suggest that the approach is wrong," 


I think I understand what you consider to be the proper 
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approach, as is set out on page 6 of the submission? 

A. That is what we suggest; it would be a 

more proper approach, 

Q. : You suggest first: 

"The abandonment programmes of the railways 
should be disclosed, rather than hidden, so that 
provincial and municipal governments, industry 
and the public can see the overall picture and 
the purpose." 

For what period would you expect the railways to dis- 
eneseteness abandonment programme, for what period in 
the future? 

on, Well, I am not competent to answer that 
one, but I heard Mr. Gordon make the statement in 
Ottawa that the Canadian National did have a general 
programme in the preliminary ee and what we suggest 
here, sir, is that if the railways propose to make 
abandonments within the next five to ten years, that 
perhaps they will disclose them, dsvwatone what they 
propose to do, and then make the studies as we suggest. 
This is not something, we think, where you should pick 
out one piece which you are going to abandon in twelve 
to fourteen months. That is not the right approach, 
because you immediately set up political pressures when 
you pick on one particular one without seeing the 
overall picture. 

We think that this Commission has got to see 

the transportation problem in Canada as it has now 


been revealed before you, 
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~ ANGUS, STONEHOUSE & CO. LTD. Parker, cr-ex 4473 
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The advent of the all-weather hard surface 
roads, the air lines, that type of competition is 
changing the transportation picture, and it is a national 
problem. You cannot take it in one piece; we think it 
should be reviewed in the overall, and it will require 
cooperation, I suggest, sir, on the part of all people 
to try and solve the national problem, This is not 
just a railway problem in our opinion; the railways have 
problems, God knows. They have many of them, but 
their problem becomes our problem, and we must co- 
operate, and that is the answer. 

Q. If I understand you correctly, what you 
say is that the railways are living in a new age of 
competition now owing to the increases in other modes 
of transportation, and I presume you would relate it 
to the abandonment programme in this way, as saying 
that that programme of abandonment is now more acute 
than it ever has been? 

A. yes, : 

Q. And demands, perhaps it would be fair to 
say, a new approach entirely to the problem, such as 
you are suggesting? 

A. yes)“ SHink sor 

Q. Thank you, 


THE CHAIRMAN: Mr. Dickson? 


CROSS-EXAMINATION BY MR. DICKSON: 
Q. Mr. Parker, just so that the Commission 


may relate your submission to the experience of the 


past few years, and in the actual experience in the 
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matter of branch line abandonments, which is the subject 
your brief deals with at length, do you know the number 
of abandonments in Manitoba and Saskatchewan and Alberta 
during the period, say, from 1945 to 1959? 

A. No, I don't, 

Q. We have made inquiry at the Department of 
Transport, and I think you will agree and appreciate 
that this matter of branch line abandonment is one for 
the Board of Transport Commissioners, and the pending 
ones are under the jurisdiction of that Board, and our 
inquiry from the Board of Transport Commissioners in- 
dicated that during the period of 1945 to 1959 in- 
clusive iene were eight abandonments in the three 
Prairie Provinces? 

A. Consummated? 

Q. Consummated, and that with respect to 
five of those the farming communities were not concerned 
because of the fact that there were no delivery points 
on them, and we were not able to locate a particular 
line as it is not now shown on the maps, and only in 
one of the eight was there a delivery point concerned 
affecting the farming community, so it would appear if 
the past is any guide, this problem which a advance 
has not caused any danger of abandonments within that 
period of fourteen or fifteen years; wouldn't that be 
your opinion? 

Now, in respect to a question by my friend 
Mr. Cooper you indicated that it was difficult to state 


what was the economic extra distance that a farmer could 
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travel in an abandonment application, Your brief states 
that if the branch line were abandoned in a subdivision 
it would require all of these farmers to deliver either 
several miles to the north or several miles to the south, 
and I believe you interpreted the word "several" to mean 
seven to fifteen miles? 

A. Yes, that is right. 

Q. Well, as a rule of thumb, then, should 
one conclude as a rough guide that anything beyond the 
seven miles extra carry makesit uneconomic from the point 
of view of the farming people concerned? 

AX No,you couldn't answer that question that 
way, Mr. Dickson. There are some farmers hauling more 
than twelve to eighteen miles from where it is now. 

Q. What would be a rough guide? 

A. I can't answer that; the farmer himself 
would have to answer that, but it will depend on the 
road, it will depend on how big ake farm is and whether 
he has a half-ton truck or a three-ton truck, There,is 
no trite answer to that particular question, and that 
is why we suggest that this requires the study of all 
the people concerned. 

I am not advocating abandonments, I am very 
conscious of the railways'attempt to reduce costs and 
I suggest that we should cooperate with them in 
finding what can be done in order to help them save 
money, and to preserve some reasonable economies and 
the social services concerned. 


Q. So farias this particular line is concerned 
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“ ANGUS, STONEHOUSE & CO, LTD. Parker, cr-ex 4476 
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you do consider that these extra seven to fifteen miles 
are too far? 

Ay Well, we have advised the C.N.R. that we 
are going to oppose that particular one. 

| Q. Now, the second one, or the other one 
which you mentioned here, is the Reston-Wolesley 
Subdivision, a small portion of which is located in 
Manitoba. Would it be possible for the Manitoba 
portion to be abandoned and still maintain the portion 
of that line in Saskatchewan? 

A. You will have to ask the C.P.R. that one, 

Q. Have you discussed this particular aban- 
donment with the Saskatchewan Pool?” 

A. No. 

Q. I don't know whether you were here 
yesterday afternoon when I read to Premier Roblin an 
excerpt? 

A. yes. 

Q. When those representing the Saskatchewan 
Wheat Pool were apparently strongly resisting this 
particular abandonment. 

Now, on the matter of cee and haulage, Mr. 
Parker, would it be correct to say that in this year 
1959-1960, say, there is more grain delivered during 
the winter months than there would have been prior to 
the time that the Wheat Board took over the operations 
of the marketing of grain? 

A. That is another question you can't answer 


with a Yes or No. Generally, the answer is Yes. 
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* ANGUS, STONEHOUSE & CO. LTD. Parker, cr-ex MUTT 
TORONTO. ONTARIO 
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Q. It is distributed more evenly? 

A. Country pi-acestare distributed much more 
evenly for the twelve months, but you have periodic 
conditions that prevent any delivery whatsoever, 

Q. Do you have snowbound conditions which 
preclude your deliveries? 

A, Yes, at times, 

Q. In the outlying areas of the province? 

A, ¥es. 

Q« Now, Mr. Parker, at the bottom of page 5 
you state: 

"We further suggest that there are un- 

economic branch lines that cannot be abandoned. 
We agree that there are some that can be 
abandoned in the near future." 

Have you any specific ones in mind? 

A. No, I don't want to adeatney specific 
ones here, but you take a look at some and we wonder 
why they were ever built, but we suggest -- we don't say, 
I am not competent to say which ones should or should 
not be abandoned, I simply suggest there are ones that 
although they are obviously uneconomic, socially and 
in the national interest we must keep erfeuip iat would 
think. There are others that appear that they have 
no strong justification either socially or economically 
and have to be maintained indefinitely under the changing 


conditions today. 
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“ ANGUS, STONEHOUSE & CO. LTD. Parker, cr-e€xX 4478 
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Q. You can't speak as to any specific line? 

A. No, I would not presume to do that. 

The railways will present those to us, and we will study 
them, 

Q. None of your local committees have asked 

for abandonment of any particular one? 

A. No, they would all oppose it. 

Q. They would all oppose it? 

A. Oh, I think they will; I know some of the 

they will. 

Q. On page 6, paragraph 3, you speak as 

follows: 
"We suggest that the cost of line abandonment, 
its study and its replacement by adequate alter- 
native erahepobbatabar where necessary, should 
be a charge to all levels of government .. ." 
and so on, In the phrase, "cost of line abandonment" 
do you encompass in that phrase what follows, or do 
you have something broader in mind? 

A. No, just what follows. 

Q. The study of the cost of line abandonment 
and the alternative method? 

A. You mean the physical cost of taking up the 
rails and washing out the roadbed -- that is all. 

Q. When you speak of replacement by adequate 
alternative transportation, what do you have in mind? 

A. Market roads; that would be at provincial 


or municipal cost. 
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~ ANGUS, STONEHOUSE & CO. LTD. Parker, cr-ex AUTO 
TORONTO, ONTARIO (Doherty ) 


CROSS-EXAMINATION BY MR. DOHERTY: 

Q. Just on a point bie dead Hea as far as I am 
concerned, on page 6 -- incidentally, Mr. Parker, I 
appear for the Province of Saskatchewan i and you are 
saying there, "Once the railways officials are convinced 
of the economic need for abandonment, they, in conjunc- 
tion with governments at all levels, and with industry, 
should make a joint economic and social study of the 
area affected so as to establish the adequacy, or other- 
wise, of alternate service to the communities affected,” 
I just wish to appreciate fully what you have - mind: 
have you in mind that this would replace the present 
system of going before the Board of Transport Commis- 
sioners? Would it be in advance of that position? 
Would it be perhaps an informal arrangement? 

A. My concept was that it would be more or 
less of an informal arrangement. I don't think the 
railways, in making an application for abandonment -- 
and a the Wolseley Subdivision, which you have in 
mind -- the railways would say, "Everybody down that 
line are politically opposed." I don't think that is 
the proper Ev oWense We suggest this sista be a coopera- 
tive approach and not politically opposed, Immediately 
the C.P.R. asks for abandonment, they are opposed, and 
you never get a satisfactory answer, I think the Board 
of Transport Commissioners are in an invidious position 
there, Prior to that, if we accept the need for some 
modification of our transportation system in Canada, 


then I think it goes beyond an arbitrary ruling under 
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* ANGUS, STONEHOUSE & CO. LTD. Parker, cr-ex 448o 
TORONTO, ONTARIO 
(Doherty ) 


a statute, However, what we advance here would create 
a climate of public opinion in the best interests of 
the country as a whole. Does that answer your question? 

Q. Yes, you are speaking of " informed 
public? 

A. Yes, i am not speaking of another con- 
stitutional body to replace the Board of Transport 
Commissioners, 

Q. One word gives me a little trouble; you 
say, once railway officials are"convinced" -- would you 
have in mind that might perhaps come ahead? 

A. No, the management of the railways know 
their own concern better than I do, and they should 
determine whether or not that particular line returns 
them a reasonable revenue. if they are convinced it 
does not, on their basis of allocating costs, then it 
is open to review by this so-called informal body, and 
let the Board of Transport Commissioners deal with it 
less emotionally, on the part of the C.P.iR. and the C.N.R, 
~- I am nottalking about the emotion of the Board of 
Transport Commissioners, 

Q. Do you think there may be some advantage 
if some information were available prior to some final 
determination -- not in the initial stages? 

A. I would not suggest the railways make an 
application to the Board of Transport Commissioners be= 
fore this other body. I think they should seek the 
cooperation of all the people in the area where they 


would like to consider abandonment, rather than formally 
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make application where you have already created an 
unfortunate political climate immediately you have made 
the application. Come to the people concerned, the 
province concerned, and say, "This is our position 
here’, We would like you to consider with us, is it 
feasible, practicable or desirable we should abandon 
this particular area?" I don't know what will happen, 
but probably we will then be much better informed than 
we are now. 

MR. DOHERTY: Thank you very kindly. 


MR. SMITH: I have no questions, 


CROSS-EXAMINATION BY MR. BRAZIER: 
Q. I think you realize, Mr. Parker, x 
represent the Province of British Columbia. 
A. I think perhaps I do. 
Q. I want to direct your attention to just 
one statement, which is the concluding sentence of 
the paragraph ending at the top of page 4 of your brief. 
LG reads: 
"Wwe do suggest, however, that it was not 
the intention, and should still not be the 
purpose to charge grain producers cf Manitoba 
directly with any portion of the cost of these 
measures taken in the national interest." 
Now, do I take you to mean by that sentence that the 
grain producers of Manitoba should not pay any part of 
the measures which are taken in the national interest? 
A. Manitoba grain producers should not be 


required to pay any part of this mountain differential 
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in direct freight costs. 

Q. I direct your attention to the fact that 
in the beginning of that paragraph you deal with the 
Maritime Freight Rates Act, the mountain differential 
and the bridge subsidy, and I suggest that in all parts 
of Canada except British Columbia and Alberta, who 
shared with us in the mountain differential, when 
additional costs were found, they were met by a sub- 
sidy; is that correct? 

A. The bridge subsidy. 

Q. Yes, the Maritime freight subsidy. 

A. Yes. 

Q. But a different principle was applied so 
far as the mountain differential was concerned? 

A. Ii. bedey ev so, 

Q. The shippers: directly affected were re- 
quired to pay the additional charges? 

A. After the removal, the grain shippers. 

Q. I am talking prior to the time it was 
taken on? | 

A. Ves, that ts cormect, 

Q. So, that was treating it in a different 
manner to the way additional costs in other parts of 
Canada had been treated? 

A. « YRS. 

Q. How far would you carry this principle 
enunciated in that one sentence? You apply it only 
to rail costs? 


A. What do you mean by that question? 
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id 


Q. Well, if a measure -- and I think from 
time to time measures have been taken by the federal 
government in the national interest for the benefit 
of the grain growers of Western Canada -- is that 
corre cb? 

A. yes. 

Q. Would an example of that be the allow- 
ances being granted for the grain caught by the early 
fall last year? 

A. Yes. 

Qs You would not, I presume, suggest that 
since that measure was taken in the national interest 
other parts of Canada should not bear their share 
of that cost? 

A. I agree with you -- the same with the 
apple producers or the potato producers. 

Q. If it is in the national interest, then 
all citizens must) .bear their,fair share,.of the cost? 

Ay yes, 

Q. As far as the freight rate costs are 
concerned, would you apply a different principle? 

A. No. It is not the same question, 

Q. Isn't that what you are saying there in 
that sentence? 

A. No, what we are saying here is that the 
costs borne by the railways in moving through the 
mountains, which becomes part of the consolidated costs 
should not be charged against the Manitoba shippers of 


grain. It is a national thing and it should be 
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subsidized. It is in the national interest, the same 
as the grain under the snow or the freezing of the fruit 
in British Columbia two years ago. | 

Q. The way you would handle these special 
costs which might occur in one section of the country 
and ub in another is by paying the costs out of the 
federal treasury? 

A. If the railroads must need subsidy, yes. 
I am not advocating subsidy, I am not competent to say 
whether they need it. That is not the question, but 
the answer to your question is "Yes", 

Q. If there is any additional cost through 
the mountain, you should not bear it directly? 

A. Corredt 5 

Q. But it should be met out of the national 
treasury? 

A. Agreed. 


MR. HUME: I have no questions. 


CROSS-EXAMINATION BY MR. SINCLAIR: 

Q. Mr, Parker, J Reveavent the Canadian 
Pacliic, 

A. I am glad to know that. 

Q. I thought, if you will look at page 2, 
so that I would not be censored, maybe you would put 
the Canadian Pacific mileages in there too. Could 
you expand your brief to that? The first figure is, 
Winnipeg --- 


A. Which paragraph is that? 


Q. The third complete paragraph: 
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"The Canadian prairies are in the centre 
of the continent. Winnipeg is 1,414.1 miles 


hss from Montreal and 1,464 miles from 
i 


‘Vancouver (C.P.R.)." 

A. That is not wnere the C.P.R. meant to be 
in Vancouver, but it-1s8 all* rignacy 

Q. Hew’ on page 2, would you agree that 
freight rates have not prevented grain from moving into 
the United States from Western Canada? 

A. No. 

Q. Freight rates have not prevented livestock 
from moving from Western Canada to the United States? 

A. No, they have gone by truck. 

Qs" Yow have ee heard of any livestock 
moving across the border by rail? 

A. Not much recently. 

Q. Do you not think there is a large move- 
ment by rail out of Alberta of livestock to the United 
States in the last year? 

A. Down to San Francisco and Los Angeles, yes 

Q. There was a substantial shortage of cars 
at one time to meet a large peaking? 

A. Yeu. 

Q. And also some came from Manitoba and went 
to the United States? 

A some, 

Q. And lumber moves from Western Canada to 
the United States, and it is not nampered in that by 


freight rates? 
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A. Well, it moves, anyway. 

Q. So, it is reasons other than freight 
rates that you have in mind in the last sentence, "Trade 

has been forced artifically over long distances east 
and west, and the advantages of more economical markets 
to the south have been substantially lost to the prairie 
producer." 

A. No, that is not the answer. your 
transcontinental system, which was necessary to develop 
Canada, automatically vomits our trade to move east 
and west in a large measure -- predominantly so. 

Q. There is no shortage of rail lines be- 
tween Canada and the United States -- Western Canada? 

A. No. | 

Q. Have you not in mind some government 
policy with respect to tariffs or something of that 
nature? 

A. Pardon? 

Q. Have you not in mind some government 
policy with respect to tariffs, or something of that 
nature, when you wrote that? 

A. Yes, definitely so. 

Q. Page 3, the first complete paragraph, 
you say there -- and I take it you are talking of 
Western Canada in the sense --- 

A. The three provinces... 

Q. The three prairie een vinisieh . "There 
is also considerably less competition from — modes 


of transportation,” Have you ever looked up the Canad 
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year Book and calculated the number of trucks per capita 
in the various provinces of Canada? 

A. No. 

Q. Would you be surprised to find that the 
number in the first four -- that there are three of the 
four western Canadian provinces? 

A. Farm trucks. 

Q. Have you ever calculated it with respect 
to motor vehicles per capita -- common carrier bo pki 
per capita? 

A. No. 

Q. You just think there may be less truck 
competition for the railways in Western Canada? You 
really don't know, do you? 

A. I think I know. 

Q. How do you know? 

A. Well, we find difficulty in trucking our 
grain from any place in Manitoba to the lakehead, 

Q. You would find great difficulty? 

A. Yes -- in other words, the captive traffic); 
there is no competition, 

Q. That is because of the volume of the 
movement and the exceedingly low rates on the railway; 
isn't that so? 

A. The volume and distance, ‘yes. Rates, 

I am not too sure, 

Q. Do you think a farmer could truck his 

grain from Starbuck to Fort William for less than 3 cents 


a ton mile? 
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A. No, he’ could: not: truck it. 

Q. And the rail rate is, we will say, 
Starbuck to Fort William --- 

A. Fourteen cents a hundred, 

Q. Yes, say around six-tenths of a cent? 

AX Right. 

Q. But for other matters, other than grain -- 
poultry, dressed meats, livestock, foodstuffs, inbound 
and outbound, trucks do carry that in competition with 
the railways throughout \estern Canada, don't they? 

A. They do. 

Q. Mr. Parker, I am now looking at the last 
complete paragraph on page 3, the result of the appli- 
cation of the statutory rate 1925 which Le setae’ Puan 
operative in 1927, was to treat the grain shipments to 
export positions as a whole; that is, to consider the 
grain movement as one single movement both eastbound and 
westbound? 


AR Right. 
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Q. And if it was excepted, I think you will 
agree, Mr. Parker, the farmers who were west of the 
break point, freight break point, in Saskatchewan, 
would be able to ship through B.C. points and those 
east of the freight break would be able to ship through 
the lakehead? 

A. At no extra cost to us in Manitoba. 

Q. Without any extra cost to anybody? Is 
that not so? That was the plan? 

A. Yes, that was the plan determined to be 
in the national interest. 

Q. And they also wanted, obviously, to have 
the same rates mile for mile, no matter where the grain 
originated? 

THE CHAIRMAN: You might speak a little 
pouder, Mr, Parker, 

THE WITNESS: I am sorry, Mr. Chairman. 

MR. SINCLAIR: Q. That was the plan -- to 
have the same mile for mile rate on grain, irrespective 
of where it originated? 

A. But I have ee figures where the rate 
mile per mile is not the any 

Q. Within the blocks? 

A. Within the blocks, yes, but Regina rate 
per mile to the lakehead is different from the wiheioee 
or Brandon rate to the lakehead, 

Q. Oh, yes, but within the blocks. 

A, yes, but the per mile rate is greater 


here than it is from Regina, for instance. 
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Q. But, on the average, that was the plan 
-- not to have higher rates because the shipping point 
was on a branch linerather than on a main line? 

A. That's correct. 

Q. And the whole plan was to treat the 
entire western grain movement to export positions as 
one single movement? 

A. That's right. That was the concept of 
the »Order: 

Q. That was the concept of the statute; 
wasn't it? 

A, Well, all right, the statute, then, 

THE CHAIRMAN: We will take five minutes' 


recess. 
---Short recess. 


THE CHAIRMAN: Order, please. 

Gentlemen, in view of the weather, and having 
some consideration for my colleagues -- forgetting 
myself,for the moment-- I think we will sit until five 
p.m. and not sit tonight. But, again, remembering 
the acoustics of this room -- beautiful as it is -- I 
must ask the witness and counsel to speak up loudly 
so that those in the audience can hear what is being 
said. 

THE WITNESS: Mr. Sinclair, before you ask 
another question, may I go back on one you asked about 
trucks --- 


MR. SINCLAIR: By all means. 
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THE WITNESS: --- and elaborate a little 
further? 

MR. SINCLAIR: By all means. 

THE WITNESS: I refer you. to the Canada Yea 
Book --Canada Year Book, 1959, on page 804, table 13, 
There is’a table there showing the number of trucks in 
Manitoba; trucks for hire, 

Now, in answer to your question -- you said 
there were per capita more trucks in Manitoba, or in 
the West, than in some other provinces or areas. And 
I: said« farm, trucks: are generally not for hire. The 
percentage for hire trucks, Manitoba related to the 
whole, is 24 per cent. 

MR. SINCLAIR: Q. Related to the whole of 
what? 

Ar Canada. The table is at page 804, 
Canada Year Book, 1959. 

Q. Yes,oMrm Parker. Of course, you would 
agree that it is not unheard of for a farmer to bring 
in livestock and take back goods for his neighbour? 

A. You can't do it in Manitoba. 

Q. I never asked you what you could to. I 
asked you wnat they did do. Would you agree? 

A. You would expect me to make a statement 
here to implicate my neighbours? 

MR. SINCLAIR: We will give you immunity on 
that. 

THE CHAIRMAN: In your youth in Manitoba you 


are speaking of now, Mr. Sinclair? 
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MR. SINCLAIR: Take it right across Western 
Canada, not just Manitoba. 

MR, MAURO: Probably they do it in oa sabes. 
wan. I don't think they do it here. 

MR. SINCLAIR: Q. We know they do, Mr.Parker 
don't we? 

A. No, I don't know. 

THE CHAIRMAN: You could use the Fifth 
Amendment, Mr. Parker. 

MR. SINCLAIR: Q. And when you are looking 
at trucks, you have to consider trucks that move goods 
poth for ‘nire and private carriers? « 

A. ves’ 

Q. Now, Mr. Parker, the Manitoba Pool be- 
lieves, I am suré, that ‘the difficulties of the Western 
Canadian farmer in marketing his crop and moving it to 
export positions are substantial? 

A. It is an understatement. 

Q. And in the immediate future there is no 
indication that they are going to grow less? 

A. I agree with you. 

Q. Therefore, the free movement of farmers' 
crops to export positions is essential for the economic 
well-being of Canada? 

A. Agreed, 

2. And if the cost of moving that crop to 
export positions is greater than the revenues under 
existing rates, certainly the farmers now and in the 


immediate future are not able to pay? You would 
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agree with that? 

A. reqouta agree that he is not able to pay 
any additional cost. 

Q. Would you not agree that any additional 
cost that could rightfully be applied to these rates 
under existing circumstances should be an obligation 
of all the people of Canada? 

A. Well, would you repeat the question, Mr. 
Siticlair, please? 

Q. Would you agree that any additional 
revenues that are required for the movement of the 
farmers' crops in Western Canada to export positions, 
above the revenues now being received, are a national 
obligation upon all the people of Canada? 

A. First, I agree, Mr. Sinclair, that the 
farmer at the present is unable to pay additional costs, 
whether they be transportation costs, or otherwise, 
because of the factors you mentioned previous to the 
direct question. If the railways can prove that 
they require additional revenue, unobtainable by in- 
creased tariffs, and if it is agreed in the national 
interest you must maintain what you have now, then it 
becomes a requirement of the federal treasury in the 
national interest. 

Now, that does not mean to say, Mr. Sinclair, 
that I agree that if you require federal subsidy that 
the subsidy should be granted in the interest of the 
western grain producer. It may be in the national 


interest to maintain present tariffs, but subsidy, if 
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required, and is granted, is an overall subsidy because 
we require the railways. 

Q. One point further, Mr. Parker, on page 4, 
just before you come to branch lines, your heading, 
"Branch: Lines," you say: 

", . . if rail costs are tobe designed to support 
a standard of living too far in advance of his 
his own," 
That is, too far in advance of the farmer's, To 
support a standard of living by whom, Mr. Parker? 

A. By whom, or to whom; for whom? 

Q. Whose standard of living? 

A. cetiveranpeayeeay 

Q. Are you suggesting that railway employees 
are overpaid? 

Ais uli NO 1 

Q. Well, then, whose standard of living did 
you have in mind? 

A. Does also increase its efficiency. 
Man-hour output in agriculture for the last ten years 
has increased significantly greater than any other 
industry. I don't like to refer to the C.P.R., but 
let's just refer to the ¢€.P.R. firemen on diesels 

and freights and pwitenera: That is what we mean, 

Q. That is what you mean? 

A. That is efficiency of man-hour output, 
not referring to wages or salary. I am not competent 
to determine that at all. All we ask is that other 


workers in other industries put in the same effort as 
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the agriculturalists are putting into theirs. 

Q. Of course, you know, Mr. Parker, that 
the whole question of firemen on Canadian Pacific 
freight and yard diesels has been determined and that 
these men are coming on? 

A. I know. I know the answer to that. i 
mention that as an example of efficiency which we hope 
the railways may be able to attain and maintain. 

Q. You mean there may be other areas --- 


A, There may be. 
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Q@. You mean there may be other areas where 
in the future similar difficulties may be met? 

A. There may be, but + am not identifying 
them because I don't know; we are just suggesting that. 

Q. Now, just a very small point for clarifi- 
cation of your brief, and I am sorry to take you back 
to page 2. You say there that the farmer has "continue 
to pay the same freight rates in times of low prices and 
in times when general economic conditions in Canada were 
poor," 

Now, the railways, Mr. Parker, have from time 
to time given substantial rate reductions to assist the 
farming community of Western Canada, have they not, in- 
cluding one fairly recently this year in relation to 
hay, straw and fodder to prairie points. They have 
reduced the rates by one-third on account of the 
situation of the wet fall? 

A. Yes, resulting from an eeeter God, that 
is right. | 

Q. They have helped them out in that? 

A. Yess 

Q. And also with respect to livestock in 
areas where there is difficulty? 

A. They have done it at certain times. We 
are referring here particularly to the movement of grain 

Q. Let me see if you would agree with this: 
you have been very closely associated with these pro- 
blems for a good many years. In the 1930's, apples, 


fruit and vegetables from British Columbia,Saskatchewan 
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and Manitoba were moved into depressed areas by the 
railways; do you remember that? 

A. Yes. 

Q. Beet pulp was moved from Alberta and 
Saskatchewan to Manitoba areas in 1936, 1937 and 1938 
at one-third off the normal rate; do you remember that? 

A. No, I don't recall that, Mr. Sinclair, 

Q. And so on through the years; 1930, 1931, 
1932, 1933, 1934, 1935, 1936, 1937, 1938, 1939, 1940, 
1941, 1944, 1945, 1946; special rates have been put 
in on grain, hay and flour between prairie points to 
move feed. 

A. Well, we have to take your word for Lt; 
I don't know, I can't confirm this. 

Q. At least, there have been special rates 
to assist farmers in these areas from their misfortunes 
of weather and moisture involving shipments at reduced 
rates for livestock, vegetables and potatoes as well 
as feed? 

A. Other people besides the railroads made 
contributions of a similar character and because of the 
existing circumstances. 

Q. That is right. 

A. That gratuitous assistance from the 
railroads is not peculiar to the railroads, and further 
more, perhaps the railways had some vested interest 

people 
in keeping theseéstablished there, because they were 
freight payers and they have been freight payers since 


that time, 
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Q. That is right, Mr. Parker, but it is a 
fact that the railways did assist when assistance was 
necessary, and the Canadian Pacific has always considered 
itself to be a part of Western Canada and have tried to 
assist in its development. You would agree with that? 

A. Oh, I would think so. I wouldn't expect 
it to do any less. 

Q. Now, on this matter of branch lines. 

Branch lines serve local communities? 

A. i agree... 

Qe And where a branch line is uneconomic, 
the opposition to its abandonment is local opposition? 

A. Agreed. 

Q...,oAmd if there is inconvenience or loss, 
it is local loss if a branch line is abandoned? 

A. Primarily, yes. 

Q. Mr. Parker, with your close association 
with the farming and rural community of Western Canada, 
and Manitoba in particular, you know the Canadian 
Pacific have, before they abandon a service, made it 
eee of going to the country with their officers 
and advising them and discussing the situation with those 
people through the country. For instance, every time 
a passenger train is going to be abandoned, that is the 
procedure. 

A. I think that is right. 

Qe And notwithstanding that sometimes there 
is very great opposition to the removal of a passenger 


train service by local communities? 
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A. Well, you know better than I. I don't 


have access to the opposition except at specific points. 

Q. Yes. Would you agree, Mr. Parker, that 
if the railways filed to abandon, filed with the Board 
to abandon a passenger train service, that the onus of 
proving to the Board that it should be continued should 
be on the persons objecting to the abandonment? 

A. i think that those objecting would 
have to present a case that would satisfy the Board 
that it was not in the best interests of all concerned 
to so abandon, 

Q- Would you agree, further, Mr. Parker, 
that che statute might well be amended to make that 
situation clear? 

A. I couldn't answer that question, Mr. 
SLnClaLY, Now, just a moment: when you say the onus ts 
on the particular people who are concerned in objecting 
to the abandonment; it is their responsibility, but 
you will agree that they may seek whatever assistance 
they need in presenting a case? 

Q. Oh, by all means. For instance, the 
assistance of your organization and all the people a 
A. We might not be very helpful. 

Q. I am certain that you would, sir. 

A. Thank you, 


Q. Now, your recommendation as set forth 


in paragraph 4, would you clarify that for the Com- 
mission, please, and also for me, when you say "their 


out-of-pocket costs". Do you see that? It is the 
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last sentence, - 

A. yes. 

Q. By "bear? out-of-pocket costs" do you 
mean maintenance and train operation costs alone, 
excluding depreciation and cost of money? 

A. ‘During the transitional period -- well, 
the point we make here, Mr. Sinclair, is that the capital 
invested in the track pight of way, if you abandon it 
you have lost it anyway except for any salvage recovery 
dacoals you may get, so we are suggesting you are not 
entitled to a return on that capital that is presently 
there, 

Q. You would agree that we would be entitled 
to a return on the salvage value for whatever period --- 

A. I think I could grant you that, because 
by the time you get it out it will not be worth much, 

Q. You don't think the rails are worth much? 

A. Yes, but it costs a lot to recover them. 

Q. Don't you think that ties are recoverable? 

A. Not if they have been down that long. 

Q. Don't you think that stations are re- 
coverable in part? 

A. Well, now, we are talking about grain 
rates, and we have some doubts as to whether you ween Bid. 
the stations you have on some lines. I am not referring 
to the Canadian Pacific Railway here, but I am sure that 
applies to both. 

Q. Let us talk about the Canadian Pacific 


Railway now, if you don't mind, because I am very 
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A. Well, you have closed some stations. 

Q. I think we have closed quite a few. 

A. yes, we agree with you. 

Q. I must say that we have received full 
cooperation from your organization in that regard. 

A. We think they are superfluous as far as 
the grain movement is concerned at a great many points. 

Q. So, you are not complaining as to the way 
Canadian Pacific has gone about closing stations that 
were not necessary? 

A. Not at all. 

Q. We are going back to this question here 
that when you say "Heaxv out-of-pocket costs" what you 
are now: saying is that you have in mind maintenance and 
train operation costs and return of salvage value, but 
would you also include depreciation until such time as 
the asset values were retired? 

A. No, 

Q. You wouldn't even allow depreciation? 

A. No, 

Q. In fact, then, you are impairing capital? 

A. It is already impaired or you wouldn't 
want to abandon it. 

Q. Then, why would you keep the transitional 
period? 

A. Until we determine whether in the nationa 
interests it is economical and socially desirable to 


abandon or maintain. 
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Q. But immediately the determination is made 
that the branch line should be continued, for whatever 
reason, then the capital isn't sila ieeirad at all, it 
is necessary capital? 

A. It would be. 

Q. Is it your view that the railways involved 
would then have a claim for depreciation and full cost 
of money on the investment against that fund retro- 
actively? 

A. No. Surely your contribution from the 
transitional period might be considered your contribution 
to finding out whether or not to keep it or dispose enw GL 

Q. Surely if the railway decided that it 
should be abandoned and there was objection to it, then 
for reasons other than railway reasons the line was 
maintained, surely you would agree that the railway 
should have it retroactive in its claim against any 
funds for depreciation throughout the period and for the 
return of money invested? 

A For what reason would you claim that? 

Q. Just to treat the capital that was 
invested fairly, and not to impair it. 

ne But you are willing to throw it away 
in the first instance, 

Q. We are not allowed to under your plan, 
so therefore it has been determined that the capital 
invested is required, and being required capital, re- 
quired investment, it is entitled to a return, isn't it? 


A; But this particular branch "X" that you 
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are referring to, you per iptacle to abandon it because it 
is not making any return on capital, and, in fact, it 
is probably losing cash in its operating and expense. 
Consequently, your capital invested is also lost apart 
from some salvage which you may recover. I ask you 
on what basis you can claim a return on that capital; 
it is already by your own action admitted to be lost. 

Q. Of course, Mr. Parker, in the railway we 
always consider depreciation as a direct cost, and we 
also consider return on the investment that is variable 
as a part of out-of-pocket costs, and what you are sug- 
gesting, I take it, is a somewhat different approach to 
that matter. 

A. But you are asking me to agree with your 
seated of accounting and depreciation in the first in- 
stance, but I don't necessarily have to agree with that. 

Qy No, the railway must have its depreciation 
practices and rates approved by the Board, 

A. I know. 

THE CHAIRMAN: We are getting into the realm 
of argument, I think, counsel. 

MR. SINCLAIR: Q. It is not your suggestion, 
Mr. Parker, that there should be set up any suggestion 
of subsidies being paid where they are not required 
for the maintenance of facilities in the national 
interest? 

A. Oh, if they ‘are not required in the 
national interest, no, I don't think the treasury should 


be asked to provide subsidies. Agreed. But I don't 
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determine what is in the national interest and neither 
Mise the C.P.R. | 

Q. Now, Mr. Parker, this suggestion of yours 
concerning Lae railways getting together and bringing 
about some efficient operation, that was tried with 
respect to one aspect of railway operation not too long 
ago in which you and a number of your colleagues and the 
railways were all engaged for some considerable time. 

I have- liv mindy:-Mr..) “Parker, df you don't recognize what 
I am talking about --- 
| A. Wirecognize 1%. 

Q. You recognize that I am talking about the 
effective use of railway rolling stock, and that was not 
a very successful get-together, was it? 

A, No, it wasn't. 

Q. And it wasn't a very cooperative move that 
was taken by the grain trade after the Board of Transport 
Commissioners and the Supréme Court of Canada had issued 
their rulings in regard to that, in regard to demurrage 
on grain. You agree with that? 

A. No, l will not agree that the grain trade 
was not cooperative in peat ee a solution. In your 
question you have ignored the fact that there was a thir 
party involved, namely, the Canadian Wheat Board, 

Now, our relationship with both railways, so 
far as the Manitoba Pool is concerned, has been a very, 
very happy one and generally speaking, if not invariably, 
we have got the best of cooperation from both of you; 


I will put that on the record, sir, but I refer you back 
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to the time when we had a transport controller under 

the War Measures Act, and if you will search the records 
of the Board of Grain Commissioners you will find that 
your average time of unloading at the lakehead -- and thils 
is what you are referring to -- was somewhat less than 
four days over a consecutive period of 24 months, and 
you moved more grain than was moved in the year before, 
and we had a lot of cars to be unloaded; so, it wasn't 

a lack of cooperation between our people and your people, 
but there was a third ne involved and the cooperation 
wasn't successful. 

Q. But there is no doubt about the result, 
that the railways, notwithstanding the findings of the 
Board and the Supreme Court of Canada, are not receiving 
any demurrage on grain at terminal elevators a& the 
lakehead and Vancouver and internally? 

A. That is right. 

MR. MAURO: I would like the record’ to be 
clear on this; the Supreme Court of Canada, as I under- 
stand it, made no decision on the merits of EWenbaess 
but simply decided, whether the Board of Transport --- 

THE CHAIRMAN: I think we have had enough of 
that now. 

MR. SINCLAIR: I must say, Mr. Chairman, as I 
have said before, that we are going to take the oppor- 
tunity at a later date to have something more to tell 
you on this. 

THE CHAIRMAN: I have no doubt of that. 


MR. SINCLAIR: And we will also use it for one 
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specific proposal that we will be having before you. 

VHE CHAIRMAN: Yes. 

MR. SINCLAIR: Q. Will you now turn to 
page 5, Mr. Parker, and this is my last question to you, 
and you say there concerning the branch lines, "that 
these cases .. . point up major errors in the railways' 


" 


grain handling cost studies . . ."3; what do you méan 
Pecuhaks How does it point up.major errors in the 
railways' grain handling cost studies? 

A. Well, to put it simply, Mr. Chairman, 
we think your branch lines are causing you a great deal 
more trouble than the principle of the Crow's Nest 
rates. We think that you are charging the total costs 
of your branch line operation, now including invested 
capital, against the movement of grain, because that is 
the residual transportation available to you because you 
have lost the market to other types of transportation 
in most instances, except bulk products such as grain 
and coal and some fuel products, but generally speaking 
you are charging what now would appear to be a mistake 
of management in building, to branch lines, and that is 
not said critically, but we feel it is unfair to now 
charge the invested capital to maintenance, depreciation 
and cash operating expenses on these branch lines agains 
grain, which is the only major traffic left on these 
lines. 

Q. You wouldn't, if the branch line involved 
was required for the movement of grain -- you wouldn't 


have that, would you? 
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A‘, Well, that, then, becomes a branch line 
problem, and our simple concept is, Mr. Chairman, that 
if we can determine -- if you can determine the branch 
line costs, and determine which ones should remain 
there in the national interest, then it becomes a branch 
PRRIN age aes Goan kU GRURTaY ron waneGnine setae, 


or for the grain producer, or something. 
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Q. Mr. Parker, we agreed earlier that branch 
lines were serving local interests, and therefore the 
only branch lines that would be. in the national interest 
would be for the movement of some commodity that was in 
the national interst, such as grain? 

A. Yes. 

Q. Therefore, what you are saying is that 
if a subsidy is needed for the movement of grain, pee 
the gathering system, don't call it a subsidy on grain, 
but call it a subsidy on branch lines;. isn't that what 
it amounts to? 

A. I think so. It is a branch line problem. 

MR. SINCLAIR: rare aren very sien 

MR. HUME: Mr. Chairman, so that the record 
may not be too spread out, there is something that came 
up as a result of an answer that Mr. Parker gave to my 
friend Mr. Sinclair that I don't want to let go without 
some question on the record. In agreeing with my friend 
Mr. Sinclair that the for-hire trucker cannot haul grain 
to the lakehead at..6 cents, you agreed with that -- and 
he invited vou to agree they could not haul it at 3 cents 
and you agreed, I think, a little too quickly, because 
my calculation is that that is 60 cents a mile. Would 
you know if there is grain moving at 60 Beues a mile? 

THE WITNESS: Sixty cents a ton? 

MR. HUME: No, 3 eents.a ton mile, ona 
20-ton vehicle,is 60 cents. 

THE WITNESS:. Oh, yes. 


MR. HUME: And the largest weight limit in 
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this province is a 36-ton vehicle which would be over 
$1 a mile, and would you agree with me lots of freight, 
including grain, is moving for less than that? 


THE WITNESS: Less than that. 


CROSS EXAMINATION BY MR. MACDOUGALL: 

| Q. Mr. Parker, if.1 may for & moment, I 
would like to discuss the portion of your brief dealing 
with the branch line problem. Before I do so I would 
like to say that dash the Canadian National regard your 
submission as a very constructive one, As you know, 
the problem is one the C.N.R. and C.P.R. have been 
dealing with for a great many years, and, therefore, 
we can say without question we are glad to have your 
views, not only because of your interest in railway 
matters, but in your position as the foremost grain 
elevators in Western Canada. 

As (Mnasearend your basic thought, and I am 
trying to get a little wider aspect of it, you feel that 
the branch line problem would be dealt with more realisti 
eally if instead of taking individual branches and deal- 
ing with them, a study were made of a whote area -- the 
whole of the Province of MEN Ee DE, or some homogeneous 
area -- and an overall plan made with respect to the 
branch line problem in that area? 

A. That is our thought. 

Q. Once that plan is made up by the railway 
concerned, that then that information would be given 
to the public bodies who may be concerned by it ake 


certain discussions and studies would take place to see 
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* ANGUS, STONEHOUSE & CO. LTD. Parker, er-éx 4510 
TORONTO. ONTARIO (Macdougall ) 

what could be done to alleviate the problem to still 

have reasonable transportation? 

A. That is our concept. May I suggest 
that not only the Canadian National but the Canadian 
Pacific in Manitoba might diadlose their proposed 
plans at some time, because it is an overall transpor- 
tation picture that you are asking the citizens of 
Manitoba to look at. You cannot separate the two. 

Q. You would see a dovetailing of the two 
railroads? 

A. yes, that is the way we look at it. 

Q. Just on that point, I am sure that on 
page 6 in the first paragraph numbered 1, where you 
say, "The abandonment programmes of the railways should 
be disclosed, rather than hidden..." 

I take it you are not suggesting there is 
anything hidden in the programmes at the moment? 

A. No, We don't know what is coming next. 
Remember, your président made a statement in Ottawa that 
they had a tentative long-term programme , and I think 
the public would like to know what it is. I agree 
they may change their minds before they set it out 
definitely, but let us have the picture, because I 
think it is a better approach and will help to create 
a climate of public opinion which will, permit the Board 
of Transport Commissioners and the railways to do things 
thatleed can't obtain through the procedures which you 
are now pursuing. 


Q. I think it is fair to say that your 
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proposals contemplate this original study and discussion 
in the area concerned, and then, at some one time, 
there would be an application made to the Board at 

which time the parties may be in agreement? 

A. yes, that would be the sequence of events 
that we are thinking of. We don't suggest that is the 
only plan. | 

Q. But we have on the statute books, as you 
know, Section 168 of the RetlLwely) vot which requires the 
railway company apply to the Board and no line will be 
abandoned until the Board has approved? 

A. That is correct. 

Q. Therefore, we will have.to go to the Board 
eventually unless the legislation is changed? 

A. We are not suggesting you should go around 
the Board and ignore the legislation, or even change the 
legislation. Abandonment is a complete word, and there 
are modifications of services offered. There is the 
time element enters in here, When you ask for aban- 

* donment, do you mean to abandon in the next twelve 
months? We think some of them may be consummated over 
aiperiod.of five, sevenvor ten yearbis 

Q@. Your idea is to create in the mind of the 
public an attitude or climate which would make them 
receptive to this kind of approach: would you agree with 
me it may be desirable in some suitable way to amend 
the legislation so people would see on the statute books 
of the country that there is more to it than just a bald 


statement that the Board must approve? It may be 
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“ ANGUS, STONEHOUSE & CO. LTD. Parker, cr-ex 4512 
TORONTO, ONTARIO 
(Macdougall ) 


helpful? 

A. I am not competent to answer that 
question "Yes" or "No", about the legislation; whether 
it would be desirable to amend it or pecs 

Q. May I say this: would you agree that you 
would not. object to changing the legislation if, by 
doing that, this favourable plan that you speak of could 
be more, easily: gendered? 

A. No, I have no objection, so long as you 
protect the interests of the people using the line now, 
and they have adequate protection so that over a period 
of time that the abandonment is confirmed we may pro- 
vide the roads and the necessary facilities at the 
other terminal points to handle the traffic that must go 
by rail. However, this cannot be done overnight. nf 
suggest this quite seriously to the railways, and I have 
done so personally to Mr. Crump and I have written to 
Mr. Gordon, that you cannot do it that way, because you 
immediately set up a climate of political opposition 
which is unfortunate and undesirable in the changing 
pattern of transportation that we have today. It is 
a very big problem -- much bigger than just a few 
branch lines. 

Q. yes, I agree with that. On the point 
you have been speaking of on the resistance generated 
by an application today you say,"We suggest that there 
will be little political or other opposition when there 
is a planned transition to other adequate means of 


transportation," I would ask you, sir, if you would 
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* ANGUS, STONEHOUSE & Co. LTD. Parker, cr-ex 4513 
TORONTO. ONTARIO (Macdougall) ; 

perhaps elucidate a little on that point with ae thought 

in mind, that the people concerned in the line abandon- 

ments are not only the local farmer himself, but his 

farm trade organization is concerned, and his local 

muti tee government, and perhaps his county or town- 

ship, or whatever they have in Western Canada -- the 

next stage of government -- and the province is interested 

and the railroads; there are many different parties in- 

volved, and these discussions would have to perhaps 

embrace some or all of them? 

Ae I think they would have to embrace all of 
them. You have got vested interests in business firms 
situated on the line proposed to be modified, and the 
people eoncerned who are personally using the transpor- 
tation. You have your municipal and provincial roads 
to be changed or constructed otherwise. I don't think 
you are going to get a lot of abandonments; please don't 
misunderstand me, I am not advocating the railroads are 
going to abandon a lot of branch lines, because I don't 
know, but I think the problem is sushielentig important 
to the railways and the people concerned that it requires 
a little more basic study, if I may use that term, than 
has been given to it heretofore. 

Q. I think you will probably agree that if 
a study was made and carried out in the detail you 
suggest, the railway would probably be coming forward 
with a plan that would envisage the examination of a 
number of branch lines -- fifty,or one hundred, I don't 


know -- any number that would not be able to pay their 
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way? 

A. I think you would find several of those. 

Q. Would you think there would be a reason- 
able chance for all of these various interests -- and no 
all the interests are the same -- that by this means 
they could be brought together where we would not have 
any real competition before the Board of Transport 
Commissioners when they went there to seek the final 
Order -- because that is the end of the road? 

A. That svacedénds as you are interpreting 
it, is a little too comprehensive -- a little too 
optimistic. There will still be a residual objection 
to the abandonment; you are dealing with human nature 
and personal problems. But, the provision of other 
adequate means of transportation which would be provided 
before you abandon your services would tend to offset 
and persuade people who could not otherwise be per- 
suaded, and only if it is in the overall national 
interest it may be done. 

Q. That is very interesting. I think; to 
put it briefly, you say that 1f you can create this 
favourable plan in people's minds, and if everybody 
cooperated to endeavour to assist each other to achieve 
the result of reasonable transportation for the area, 
you have a fair chance of success? 

A. I think people are pretty reasonable if 
you come out and give them all the facts. You can 
lead them most of the way, but you can't force them very 


far. 


he 
eS 
1< et Pa 
my bk 


ee Se ee WI9 Sag oad MEARE 


. r ‘ 
i, : Vv -, 
i 


yA 


legend 0 Lersvee bak? BivOw voy daket DI pare 
-noeset $d bivow oueint with wor ‘BENOM.> « pion 7 
Yon bas -- atéstedat avotusy eaed? to. ae | 

ansom atad ww dadd lal vinrsaiilscae ae ahs i 
ever dom biwow ew ‘exerw rodtegos siiguord ed blues vent = 


we | 
7 te ny 
2 | 
<4 
b. oe 
oe 
a 


| sxoqanst? Yo brsod ord oroted notetdeqnoo set iia 2 
tant? eft sie6— oF Sredd snow youd nang 
theot sat 0 bas odd et send sausood o ‘qeb10) 
gntvouquedas 16 se as dnomosata test - A ‘6 qe 7 
oot Sigdll s -- svbetrenetqmoo oot eLssIl s alt tt 
nrokise(do Isubiges 8 od [lite Lite exert: «cedvatattges ee 


siten asmund dtiw gokiseb ets voy itnemmobasds adit ot 


OE ee ee Ce . P . 
Se ein flee 


-yente to aoketvonrg edd qdua emsidorg Lenoataq brs | 
bebivoeng 9d biwew Westen Mitememqunee TO seem etsupsbs 
. | goers od baet bluow soeotvres su0y nobredsr soy priched. 
| ani ed sefwreddo tom bluos onlw s{[gosq sbauaereq Sons 
(snotten fLevevo edt mt af tf If yino bose ,bebsue 
-Sn0b ed ysm dL taonrednt 
od .NaIdd I Jgntteorsdnt yrov et dat  .9 


eint edseto aso voy If cand yee voy .yltetad tf tuq 


ybodyteve tL brs abate e'elqoeg nk alg eldswovs? ' 
| evetdos ot isto dows tetees oy tuoveebas oF hetanreqoos | 
“,89T8 ons TO1 nolisicogqanars eldgnoesst to ¢iueor edz 
| feasooue. to sonsdo ifs? & ved voy. 
If sidsnoeset ytse1g ers Slqosq Antd? I> 4A 
aso NOY ,atest ont [Le ment ovig bis Ivo emoo YOY — 


ie YISV meds soTOT Faso VOY Jud . yew oa to taon vocal 


“ ANGUS, STONEHOUSE & CO. LTD. Parker, cr-ex AB15 
TORONTO, ONTARIO (Macdougall ) 


Q. | That is very tnteresting, and I thank you. 
I have one other question on page 3, your second para- 
graph at the top at the page where you suggest ". .. the. 
higher costs of the mountain region, the problems create 
by intensive competition in Ontario and Quebec, the 
high cost of operating in congested areas and the 
higher percentage of terminal costs resulting from 
shorter hauls should all be eliminated from the yard- 
sticks used for Western Canada rate making. We contend 
that rates generally should be based on prairie region 
costs alone." I would ask you if in making that 
statement you have given any consideratimto what effect 
that would have on the present question that is being 
dealt with in this country of the equalization of 
freight rates? 

A. No. 

Q. You are not sure what effect equalization 
would have? 

A. No. I would like to see those figures 
revealed, oe 

Q. I would suggest that if you did hhat, 
as you suggest, you would have to forget about Baca ies 
tion, because the higher Maapan would have to be paid | 
by parties other than ius shipping the goods in the 
prairie ead 

A. Maybe; I don't know. 


MR. MACDOUGALL: Thank you very much. 
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BY THE CHAIRMAN: 

Q. There are one or two questions I would 
like to get on the record, You referred to this 
Rapid City Subdivision from Hallboro me Beulah, and it 
is 74 miles long, I think you say? 

A. yes 

Q. And for the record, how many delivery 
points are there on the line? 

A. On this section? 

Q. yes. Is there a town every ten miles? 

A. yes, there is, less than ten. 

MR. DICKSON: Mr. Chairman, I have the infor- 
mation here if Mr. Parker would like to check =e 

THE CHAIRMAN: Q. Well, for the record -- 
not that we are sitting in appeal -- but for the record 
we should have that. 

A. There are eleven, 

Q. There are eleven points? 

A. Eleven delivery points. 

Q. Are there. one, two. or, threecelevator 
points? 

A. There is only the Manitoba Pool, and it 
has fifteen elevators on that line, and the United Grain 
Growers has five. 

Q. And the line elevators -- are they there 
too? 

A. There are no line elevators on that par- 
ticular section, 


Q. No line elevators -- either pool or UGG? 
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A. UGG, five, and the Manitoba Pool., 
Recently ManitobaPool bought the Ogilvie é@levators in 
Manitoba, and I think we acquired one or two on that 
line. 

Q. You suggest there was an average of 
21+ million bushels of grain shipped? 

A. Yes. 

Q. And there are one thousand farmers? 

A. yes. 

Q. So the average production would be a 
little over 2,000 per farmer? 

A. Deliveries, 

Q. Generally speaking, they would be half- 
section farmers in that area? 

A. That is right. 

Q.: There is one other question: Mr.Sinclair 
and yourself bandied about the term "subsidy" today, 
and there was one suggestion that peace mad have 
to be paid by the federal exchequer: should that be 
paid to or on behalf of agriculture or to the railways? 

A. Of course, that is ees ee eng 

Q. I know it is, and that is why I am putting 
the question, 

A. We contend that if a subsidy is required 
for branch line maintenance, that that is a national 
problem and that is in the national interest that the 
branch line should be maintained there, and the national 
treasury should pay it as a subsidy to the railroad. 


Q. And not to agriculture? 
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A. Not to agriculture. 
Q. Even although agriculture may be involved? 
A. Exactly. You may find branch lines 
elsewhere than in the three prairie provinces. 

Q. I don't mean branch lines only, but the 
whole problem, If the Commission should find -~- and I 
am not prejudging -- but if it has to find, on these 
statutory rates and competitive rates, if there is to 
be any subsidy, would you say that has to be paid to 
agriculture, or in respect of agriculture to the rail- 
ways, or to the railways themselves? 

A. I would suggest that if it is found 
necessary to make some subsidy payment to the railroads 
that it should be paid to the railroads without any 
strings attached in allocating it to any particular 
freight users. I am not advocating subsidy either, 

Mr. Chairman, because I am eee utaueb at now to say the 
railways are entitled to a subsidy or not. Hen doliaaies 
I don't like the idea, but that doesn't mean anything 


here, 


BY MR. ANSCOMB;: 


Q. Would you clear this in my mind, and I 
had no intention of asking you anything, but now the 
Chairman has raised it again, and as I understand it 
you say that if the railways -- and never mind whether 
they are branch lines or the main line -- do es get 
sufficient revenue for the ptoeiae of the grain, that 
the subsidy should be given to them: now, I am not 


going to enter into a political argument with you or 
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anybody else, because I live on the other side of the 
mountains, but the fact would be if that conclusion 
were arrived at, that the reason they didn't get enough 
Gai because their freight rate was not high enough, 

you would agree with that, wouldn't you -- you couldn't 
do anything else; that is logical? 

A. Well, all right. 

Q. The rate is not there. If it does not 
produce it, it must be because it is not high enough, 
and, surely, if that is so, why should the subsidy 
be given to the railway? It is going to be given, 
anyhow -- presumably it is going to be given, according 
to everybody's view at the moment -- but I can't get 
into my mind why everybody is frightened to say where it 


is going and why? 
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A. Well, first you have to determine what 
costs are truly and equitably adequately allocated to 
the particular movement that you are talking about. 

Now, frankly, we do not agree with the railways 
allocation of cost, but I am not going into that because 
I am not competent to argue it, and that is not the 
purpose at this moment. But you are dealing here with 
Gne. C sho R. It is under a contractual arrangement to 
handle grain at a certain cost for perpetuity, and for 
what reason do you break the contract? 

Q. Well, now, as I tell, you, now, I'd 
love to get into an argument with you, but I am not 
going to do that. 

A. The history beyond the contract. 

Q. Oh, well --- 

A. Well, I won't go into that, either. I 
don't want to get into that. That is not my province, 

THE CHAIRMAN: The only point was why should 
the subsidy be not paid on behalf of Si western grain 
producers? 

THE WITNESS; Well, now, let me put it. this 
way to you, ae You have had some policital exper- 
ience --- 

THE CHAIRMAN: Very little. 

THE WITNESS: I regret to say that is a fact. 
Put it this way: if a subsidy is paid on behalf of the | 
western grain producers, it will be a matter of debate 
every time the budget comes into the House. Isn't that 


right, sir; whether it shall assume one million dollars 
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or something less or something greater. So ‘that, 
every year ae diminishing voting percentage in 
Western Canada and these three provinces will be 
fighting a budget debate in the House and we will have 
lost vse full protection of the Crow's Nest Contract. 

Now, as far as I am concerned, that is my 
basic reason for disagreeing with any suggestion that 
you should recommend any subsidy on behalf of the 
western grain producers. 

THE CHAIRMAN: That is the answer you make? 

THE WITNESS: That is my answer. It is 
purely a political answer. 

This will be, frankly, settled in the House 
of Commons in every year. If it is a subsidy it will 
be adopted in the budget, ana cumnekpertence is not too 
happy. 

THE CHAIRMAN: Politics is a sclence of 
government and -=- 

THE WITNESS: A science of politicians, not 
of statesmen, 

THE CHAIRMAN; --- and we all should recognize 
that. 


We will have five minutes! recess. 
---Short recess. 


THE CHAIRMAN: Order, please, All right, 
Mr. Mauro, 
I think, gentlemen,we are going away behind 


in our schedule, and Canada is a very big country, as 
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we have found out now. We SoM AF Ee so much time to 
Winnipeg, and we do not mind work, as I said yesterday. 
I think tonight we will have to sit from seven-thirty 
to nine o'clock. I hoped to avoid it, but we will sit 
now until five arid meet again at seven-thirty. Might 
af ponees to counsel -- I do not want to restrict cross- 
examination in any way, but if counsel could possibly 
arrange to cut down, so there will be no duplication 

at all, it would be appreciated. 

MR, SINCLAIR: Mr. Chairman, I do recognize 
that the Commission started this morning at nine-thirty. 
You are now suggesting that they sit until five o'clock 
and oer from seven-thirty until nine. The fact that 
we only received these briefs -- some of them that are 
coming up -- on Sunday, we are hearing them for the 
first time as the witnesses are putting them in before 
the Commission. And if we are going to be of assis- 
tance, they require some thought and analysis, and we 
cannot -- at least I cannot; I will speak only for myself| - 
I cannot deal with them that quickly and be of the 
assistance that I hope I am being and I am trying to be 
to the Commission. 

THE CHAIRMAN: Is there any one brief you 
have in mind particularly? 

MR. SINCLAIR: I was wondering if my friend 
Mr. Mauro -- who is in the unfortunate position of 
having eleven briefs to deal with in a very, very 
short period -- whether he and the rest of us could not 


possibly meet with Mr. Cooper to see if some of them 
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might appropriately be set over to when the Province of 
Manitoba is making its submission in Ottawa. And I 
make that as a suggestion. 

THE CHAIRMAN: Have you any ideas in that 


connection, M Mauro? 


ney 

MR. MAURO: You will recall, Mr. Chairman, 
that I have since almost September constantly requested 
that this Commission take one weék in the capitals. I 
advised the Commission secretary again of this fact, 
that we should, from what I could see of the Winnipeg 
submissions -- that it would take one week. I think 
still that these regional hearings are just that, 
"regional", in scope and in treatment. 

Now, the witnesses have been exposed to more 
searching cross-examination, and I in no way want to 
restrict my learned friends in their examination. But 
the point is that --- 

THE CHAIRMAN: Well --- 

MR. R. E. MOFFAT: Mr. Chairman, I wonder if 
I could say just a word on behalf of the Manitoba 
Federation of Agriculture, There are a considerable 
number of farmers who have been in the audience both 
today and yesterday, as the Commission is aware, and I 

think it would be most unfortunate that there is any 
suggestion here that some of these briefs would go to 
Ottawa, because I think these men are entitled to hear 
what is being said, and hear the discussion. 

THE CHAIRMAN: We don't want them to go to 


Ottawa. 
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MR. MAURO: I think these briefs were supposed 
to be regional. 
THE CHAIRMAN: We have come out here to hear 


what the people have to say, and this is where we will 


hear it. 

MR. SINCLAIR: I withdraw the suggestion, Mr. 
Chairman. 

THE CHAIRMAN: I thought you would, Mr. 
Sinclair, 


I wonder if there is any other suggestion, 

From our information, Edmonton briefs are not as many as 
had been expected, Would it be impossible, Mr. Doherty, 
to put the Regina sittings a day ahead and sit an extra 
Gay here, Would that inconvenience Regina? 

MR. DOHERTY : That is something that I had not 
thought of, Mr. Chairman. I think it is a possibility. 
I would like to sianaes it with the people in Regina. 

We could get in touch with the people presenting on 
Friday. We could get in touch with the people pre- 
senting the briefs and notify them, but I am thinking of 
the public. I would like to discuss it with the people 
in Regina. 

THE CHAIRMAN: I know Regina and I know fairly 
well all the west, and I am anxious that we give every 
place an opportunity, and I am only speaking particularly 
of the situation here. 

As Mr. Mauro knows, in drawing up this schedule 
we had in mind the great amount of work we have to do. 


If I gave you our schedule you would see we have to go 
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to Toronto; we had: to go to Winnipeg; we had to be 
all through the Maritimes -- and we have to digest all 
this evidence and consider all these suggestions made 
by Mr. Parker and others. 

MR. MAURO; That is why we think that time 
is necessary, Mr. Chairman. We know you have some 
kind of a deadline; as you so often say, you would like 
to finish it in your natural life, and so would some 
of the others. 

THE CHAIRMAN: We are told by the Order in 
Council to proceed with despatch. 

MR. MAURO: That is why we want you to hear 
everything here in Winnipeg. 

MR. DOHERTY: Might I just say, just making 
a prejudgment of what we have to meet in Regina --- 
speaking to the Regina briefs, and -thinking we have 
Friday, Saturday and Monday there, I believe the 
Commission are leaving Regina early Monday afternoon? 

THE CHAIRMAN: That would be Saturday, 
Monday and Tuesday there. Perhaps we can pick up some 
time there, Take three or four days --- 

MR. DOHERTY: I think three days would be 
well chosen, Mr. Chairman. If you would like me to 
explore that possibility with rae a 

THE CHAIRMAN: Well, do you want to sit 
tonight, then, Mr. Sinclair, or not? You do not, I 
take it? 

MR. SINCLAIR: Well, Mr. Chairman, as far 


as I am concerned, I think that I can work as long hours 
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as anyone else, and I am prepared to keep going as long 
as the Commission wishes to go forward, and I will 

pick up this material as I can. I have no desire to, 
certainly, circumvent the time the Commission is wishing 
to spend, and I am sorry that we have wasted this time 
in this, although maybe Mr. Doherty's investigation 

may prove fruitful. 

THE CHAIRMAN: Well, again, there is the other 
angle that has been raised by the secretary that, un- 
fortunately, there are a number of us and we cannot 
probably make connections. 

gett tin any event, let us get on with the work 
now. | ? 

Will you call your next wienene: Mr. Mauro, 


and we may have to come back to this matter. 
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MR. MAURO: The next submission is that on 
behalf of the City of St. James, Mr. J. S. Hanna, 
City Solicitor of the City of St. James. 


THE CHAIRMAN: All right, Mr. Mauro. 


_J. S. HANNA, called 


MR. HANNA: Mr. Chairman and gentlemen of the 
pommission, when we sent in this brief on the 18th of 
January we were advised by the Chamber of Commerce and 
the City of St. James, and they requested we amend 
paragraph 10. Paragraph 10 summarizes what we are 
requesting the Commission to look into and, with the 
Commission's permission, I would like to delete the 
paragraph 10 in the original submission and substitute 
another paragraph, I have twenty-five copies of it 
here. 

I suggested to the secretary that it be 
distributed, but he said he would prefer to wait until 


today, so I will give twenty-five copies of the amended 


paragraph to the secretary. 
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1 

THE CHAIRMAN: When did you get this, Mr. 
‘ Sinclair? 
: MR. SINCLAIR: This is very short, and this 
’ doesn't present the difficulties which I had in mind 
é when I spoke to the Commission, We in the railways 
F understand this brief very easily. 
THE WITNESS: There fe nothing very compli- 
"| cated about this brief, Mr. Chairman; it is a very 
: simple matter among railway officials, and as I read 
i whe prier I think you will find eee is nothing 
e controversial about it. ! 
13 ee This submission will deal with the problem 
a of interswitching charges in the industrial area of 
15 Sst. pence 
16 ap Under General Order 252 of the Board of 
7 Transport Commissioners for Canada, railway carriers 
18 are at liberty to establish interswitching or local 
19 switching charges -- for distances beyond four miles 
20 from the point of interchange -- by means of tariffs _ 
a1 which they file pursuant to the Railway Act. 
22 3% With the expansion of cities, many transfer 
73 tracks have been réedocated. In some instances the 
24 relocation is to a point beyond the four-mile inter- 
25 switching limit. The inter-switching charge, thereforel, 
26 becomes a heavy burden on such business and industry 
7 as is thereby affected. 
28 4 The City of St. ey has been concerned for 
29 some considerable time with the existing situation 


30 regarding transfer of railway freight cars containing 
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freight between the Canadian Pacific and the Canadian 
National Railways. Tne St. James Chamber of Commerce 
has complained to the Canadian National and the Canadian 
Pacific Railways on numerous occasions re the existing 
inequities of the switching charges imposed because the 
area is not within the limit of four miles from the 
nearest interchange facilities, and has requested 
that the limit be extended so that such charges will 
be uniformly similar within the corporate limits of 
St. James. 

The relevant facts are as follows: 
ow" In that area of The City of St. James north 
of Ellice Avenue between St. James Street and Madison 
Street, and all that area south of Ellice Avenue which 
is served exclusively by the Canadian National Railways, 
no additional charge is assessed where traffic is re- 
eeived over the lines of the Canadian National Railway 
as the Winnipeg rate applies. When traffic is received 
from points local to the Canadian Pacific Railway, it 
must be turned over to the Canadian National Railway 
either at Paddington, which is southeast of St. 
Boniface, or through the facilities of the Midland 
Railway. In addition to the line haul charge, 
the shipper is required to pay a switching rate of 
3i cents per hundred pounds plus $2.63 per car. The 
34 cent rate is subject to a minimum per car charge 
of $16.65 on general freight, so that a shipper of 
Eu atised a ekas (es will rarely pay an piaieiaae) 


charge of less than $19.28 per car received from or 
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shipped to local Canadian Pacific Railway points. 

ee It should be pointed out that this additional 
charge is assessed without regard to whether the 
aeediian National can perform the road haul service 

or not, and, therefore, is not a penalty charge for 
routing against the carrier performing the switching 
service. (Supplement #43 toeCsNR. fw veoesiate 2232 
Section 2), Up until January, 1958, the additional 
charge was 23 cents per hundred pounds on the same 

type of traffic, totalling $78.00 on a 30,000 pound car. 
The higher charge was reduced voluntarily by the 
Canadian National.Railway following negotiations by the 
St. James Chamber of Commerce. The charges, even 

at the reduced rate, are still considered a severe 
penalty by industry located in that area. 

“Ty The area north of Ellice Avenue is served 

by both railways. Both railways can service industry 
within this area and neither railway she required to 
place cars which have moved over the road haul of the 
other. Because both railways publish the same line 
haul rate to St. James as to Winnipeg, no additional 
charge is made against industry for the spotting of 
ears in this area. This area is served under a joint 
switching agreement whereby each railway operates over 
the lines of the other when necessary to reach the 
Siding of a shipper. Agreements of this nature are 
unique and these are probably less than one half dozen 
in all Canada. 


8. There does not appear to be any reason for 
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great optimism in believing that the joint switching 

arrangement now effective between Saskatchewan and Ellic 

Avenues can be successfully perrer ye to encompass the 

entire industrial area of the City. The City of 

St. James has investigated this entire problem very 

earefully, and is convinced that failure to rectify the 

situation is having an adverse pre established 

industry within The City of St. James, and potential 

industries which would consider locating in St. James 

at they were assured of equal service and equal charges 

over the lines of both railways. 

9. | The industrial area wherein this transporta- 

tion inequity lies is between four and six miles from 

the nearest interchange facilities (Midland Railways). 
Now, then, the amended paragraph 10, which 

we will substitute, would read as follows: 

10. The City of St. James submits: 

(a) That an inequity exists in that the railways 
have not Ler an interchange within the 
ener limits of St. James, which would 
provide switching service at nominal cost 
to industry in the City. 

(db) That an inequity exists in that the C.P.R. 
and C.N.R. have not provided an interchange 
within a reasonable distance of St. James 
so that industry might be located within the 
prescribed distance therefrom. 

(c) That the present interchange facilities 


through the Midland Railway result in 
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additional charges to St. James industry 

bien and above that charged to industries 

located in the same general economic area, 
(d) That while the joint switching provided 

within the restricted area has removed the 
effects of the eine anbaditsee for those 
industries Het abéa within that area, this 
concession in no way reduces the injury to 
those other industries not so favourably 
located. 

i Bei ap The City of St. James beh obi nbat tne the 

above inequities be removed. 

MR. SINCLAIR: Before Mr. Cooper asks Mr. 
Hanna any questions, I have spoken with my friends 
Mr. McDonald and Mr. Macdougall, and I think what we 
have here is possibly two questions; one, the question 
of inter-switching as such, its mileage and rates, and 
the other separate and distinct matter, that is, the 
fixing of interchange points. 

Now, on the latter, that is, the interchange 
points, it is my understanding that this matter is 
raised with the Board of Transport Commissioners by 
St. James, and that representations for an interchange 
point within St. James was requested and the views 
of the two railways, the Canadian National and the 
Canadian Pacific, were sought and given, and then as I 
understand it this was conveyed to St. James, and they 
were asked by the secretary of the Board to make a 


formal application for the fixing of an interchange 
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point within St. James, if that is what they wished to 
do, 

Now, I understand that it hasn't moved for- 
ward from that; that St. James didn't file a formal 
application, 

Now, inter-switching and the rates on inter- 
switching are prescribed by the Board of Transport 
Commissioners' Order and I think, Mr. Chairman, that 
it was made clear by the secretary that this is a matter 
very clearly within the jurisdiction of the Board of 
Transport Commissioners, and I must say that the 
eonflict here -- I want to be completely frank with the 
Commission, Mr. Chairman -- that the conflict here 
about the interchange point within St. James was a 
conflict that arose by Canadian Pacific saying, "We 
will make one," and the Canadian National, who were 
already served in the territory, said, "One is not 
required,” 

THE CHAIRMAN: If that is so, Mr. Sinclair, 
we would not be able to deai with it at all under our 
terms of reference? 

MR. SINCLAIR: That is the reason I brought 
it to your attention before Mr. Cooper went into this. 
I am sorry this happened; if I had had time to get at 
this I might have saved some time here by making these 
remarks at the commencement of this particular testi- 
mony, but I must say that I didn't have time to look 
at it. 


MR, COOPER: I may say that — have had some 
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opportunity to look into it from the standpoint spoken 
to by Mr. Sinclair, and I find that what he has said is 
exactly the situation with respect to the representa- 
tions that have been made to the Board, and so on, and 
the status of the matter now presently before the Board, 
or at least the status of the matter in the files. 

THE CHAIRMAN: yes, in so far as we are con- 
cerned here, 

As much as we would like to help you, we are 
precluded by the terms of reference, 

MR. COOPER: I would take it, Mr.Chairman, if 
ai hey AN that perhaps we should have the problem stated, 
but that the witness could have no assurance at all 
that this Commission could take any effective action. 

THE CHAIRMAN: Yes, he has stated the pro- 
blem already. 

MR. COOPER: Yes, I suppose that is so, but 
I am thinking that if there is any further elucidation 
anybody felt it necessary to be made, that possibly that 
could be made without any suggestion at all that this 
Commission ebuae deal with it, 

THE CHAIRMAN: ‘Are there any questions? 


Would you like to ask something yourself? 


CROSS-EXAMINATION BY MR. COOPER: 


Q. I just thought that I might put this 
one question, or just summarize what I understand to be 
the situation, that is, that there are agencies in the 
City of St. James which pay inter-switching charges? 
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Q. And there are industries which don't pay 
those charges? 

Bis That is right; a joint service agreement 
between the two railways in the city north of Ellice 
Avenue, and there is no such agreement in the other 
portion, and that is the portion that probably has 
twenty-five industries in there, and they are being 
charged, and they resent it. 

Q. Industries that do pay the charges are 
paying them because they are more than four miles from 
an interchange point? 

A. ha 

Q. And you want that situation corrected 
either by extending the four-mile limit to six miles 
or to another number of miles? 

A. That is exactly it. That is all that 
is involved. 

o., Ot, secondly, having the interchange 
point located within the corporate limits of St.James? 

A. My friend Mr. Sinclair has been very 
frank, and I will be very frank with you; there the 
land has all been sold now, as I understand it, and I 
doubt very much if at this late date they can get that 
done. They could have a few years ago, but this thing 
has been allowed to drag, and I am informed by the 
city clerk that there is no land available at the 
present time, so the only remedy as I idpeeeeds is 
to change the limits of the four-mile area, 


Q. Extend the four-mile area? 
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A. yes, another two miles. 

Q. As I understand it, if that were done 
it would have to be on a general application applying 
not only to St. James and many other places, but per- 
haps that is a question for the Board of Transport 
Commissioners and that I am going too far in that 
suggestion? 

A. I have nothing to say about that. 

THE CHAIRMAN: Any questions from any other 
counsel? Mr. Sinclair, any questions? 

MR. SINCLAIR: No, I have no questions. . 

THE CHAIRMAN: You have made your point. 
Mr. McDonald? 

MR. McDONALD: No questions. 

THE CHAIRMAN: Well, all we can say is that 
you have given your submission, and I understand tha t 
at the moment we have no power to do anything with it 
because it is a matter that is within the purview of 
the Board of Transport. However, thank you for 
coming here; we will see what we can do. 

THE WITNESS: Thank you very much, 

THE CHAIRMAN: Mr. .Mauro? 

MR. MAURO: The next submission is on 
behalf of the Manitoba Beet Growers'Association,. 

THE CHAIRMAN: I think we now come back to 
the matter of time. Some of my colleagues don't 
feel we should sit tonight, and there are others who 
have the same feeling. 


Now, I imagine that we should give consideratipn 
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to those people who are from out of town particularly, 
and who have come here from a distance. Now, you 
have the Beet Growers and the Federation of Agriculture. 
Is this gentleman here? 

MR. MAURO: He will be back tomorrow morning. 

THE CHAIRMAN; The Farmers! Union? 

MR, MAURO: Through him, 

THE CHAIRMAN: And you want to go into the 
Beet Growers now? 

MR, MAURO: Yes, we can put the Beet Growers 
on, and according to your schedule, we are just half 
a day behind. After we complete the Beet Growers we 
appear to be exactly one-half day behind. 

Iwill eall Mr, Deeley. 
---EXHIBIT NO, 96; Submission of Manitoba 


Beet Growers Association 
Incorporated. 
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W. J. DEELEY, called 


THE WITNESS: Mr. Chairman and gentlemen, 
with your permission I will read the brief down to 
paragraph 16, and for the matter of saving time the 
balance of the brief is simply figures for the use 
of the Commission or the railways in framing their 


questions. 
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The Effect of Transportation on the 
Industry: 
iy It is unfortunate that the Sugar Beet Industry 
is so adversely affected by transportation both directly 
on sugar beets, for which the grower pays the full cost, 
and through the refinery whereitthe grower shares the cost, 
the grower paying the greater share. 
oe Based on our 1958 Cost of Production Survey 
on ee Beets, of the total cost per ton, 14.5 per cent 
is direct transportation. In addition, there is the 
transportation on machinery, seed, fertilizer, gasoline, 
oils, etc. 
3 A further 4 per cent is accounted for in the 
growers' share of the transportation on sugar from the 
factory. In addition, the transportation on materials 
used in packaging, etc., contributes to a lower net 
return through sugar sales expense. The growers have a 
share contract with the refinery in which transportation 
on refined sugar, molasses and pulp is included, 
4, | A conservative éstimate of the entire effect 
of transportation would be about 25 per cent of the cost 
of production and marketing. A large percentage, 
particularly in view of the requested increases. 
ae The proposed subsidies to the railways 
would possibly reduce the long haul cost of transporta- 
tion on products into and out of Manitoba, but the 
short haul rate payers, such as we are, will not benefit. 
In fact, the reverse is true. We as tax payers will 
be, by assisting in subsidies, actually subsidizing 


our competition from refiners in Eastern Canada thus 
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considerably upsetting our traditional market. It bear 
repeating that were this allowed to go on indefinitely, 
with our market and industry lost and without competi- 
tion, the consumer would certainly not benefit. 

6" In addition to this, the granting of an 
agreed transportation charge to shippers from Eastern 
Canada has, for the first time, placed Ontario Beet Suga 
into Manitoba. This charge is approximately 50 per 
cent of the normal rate of $2.32 before the 17% in- 
crease was applied. The published freight rate is 
$1.13 per 100 pounds Chatham, Ontario, to Winnipeg, 
Manitoba, by rail and $1.05 by lake and rail, with a 
minimum of 100,000 pounds. 

ie Considerable sums have been spent by this 
Association to increase the market for beet sugar. We 
have been successful. The demand for cane sugar has 
reached an all time low. We now find the Eastern 
refiners using these benefits by shipping in beet sugar. 
8, Transportation costs, if increased, will raise 
the local grower's transportation bill. 

9. The costs on materials, supplies, machinery, 
sugar, ete., will be increased, 

10. Deficits through taxes are being paid to the 
Canadian National Railways to keep it in business. 

We are taxpayers. We will also have to bear our share 
of taxes. 

a. &- Added to all this subsidizing and increased 
transportation costs, we now find ourselves in the 


extremely ludicrous position of indirectly subsidizing 
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our competition to the possible extent of losing our 
market, by the granting of special freight rates to 

that competition, 

ay The attached appendices will explain further 
just what effect this will have on the growers and 
factory, the economy of the Province of Manitoba and the 
income from transportation. 

a, The Growers Association would make this point 
very clear. We are very much concerned with retaining 
our market. To accomplish this under fair competition 
is very desirable. But how, when we have no control ove 
world prices or transportation costs, is this possible? 
A national sugar policy is in the process of being for- 
mulated with reference to the effect of world prices. 
This leaves transportation. The present difficulties 
facing the government with respect to transportation and 
agriculture in general are understood by this Associa- 
tion and we would assure you we are doing all that is 
possible on our part to find an ultimate solution. 

14. These agreed freight rates are, to say the 
least, a discrimination against the Manitoba sugar beet 
industry. As shown in Appendix "A", to ship enough 
sugar into Manitoba to replace our beet sugar, the 
railways stand to lose a considerable sum of money. 

But, even were this a break-even matter, the drastic 
effect of these rates would be to force this industry 
out of business with the consequent loss to the economy 
of the province generally. 


LS To underline the effect of transportation, the 
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world price of sugar dropped 32 cents per 100 pounds 
from October, 1958 to September, 1959. During the same 
period, the refiner's price dropped on the local market 
by $1.24 per 100 pounds, the price through retail outlets, 
generally, by $1.00 per 100 pounds. The retail price 
cannot be considered too significant when, the per 
capita consumption in Canada is considered to be 96 
pounds, of this 46 per cent is ae ieee qe nooo 
through manufactured products, Therefore, the direct 
benefit to the consumer through retail outlets is 
approximately 51 cents per year, not much of a benefit 
when compared to the economy of the industry. Neither 
can the retailers or manufacturers be expected to 
calculate their prices for immediate Rs kab based 
on a commodity whose cost they are unable to predict, 
16, In view of the insistence for an increase in 
freight rates, these agreed charges are absurd. 
For they are not only jeopardizing our market but also 
creating confusion in the marketing of our crop with 
only very minor benefits, if any, to the consumer, 

The need of the sugar beet industry in 
the agricultural economy of the province: 
17. One of the cash crops that can be erown in 
Manitoba, with a reasonable certainty of success 
and in sufficient quantity, is Sugar Beets. 
18, This crop makes up approximately 50 per cent 
of the value of all cash crops grown in Manitoba. 
As our population grows, so will the value of the crop. 
The land and growers are available to increase the 
crop. In 1959 additional growers with 1600 acres were 
under contract to produce sugar beets, making a total 


contracted acreage for 1959 of 26,660 acres. The 
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estimated total tonnage for 1959 would have been, but 
for the disastrous harvest, 260,000 tons with a cash 
value to the growers of $3,653,000 -- based on five- 
year average income per ton, The grower in turn pays 
out these funds for labour, machinery, supplies, taxes, 
GLC. A further increase in acreage is planned for 
1960, particularly to replace the 1959 crop loss. 

19. Here in Manitoba sugar beets are not a 
surplus crop. All acreage is contracted before plant- 
ing and a fairly reasonable return assured, In view 
of the surpluses in other crops as well as the 

tendency to overproduce in other farm products such 

as hogs, butter, etc., the extreme importance of this 
erop becomes apparent. With careful planning of 
growing, refining and supplying our markets, no sur- 
pluses or deficits will be possible, provided we are 
allowed to retain our markets. The retention of these 
markets is the primary purpose of this brief. 

20. For example, during the first years of 

sugar beet production in Manitoba, the war years of 
1940-1945 inclusive, there was an average of 854 growers 
with a total yearly acreage of 16,471 acres in sugar 
beets. Their tonnage amounted, on the yearly 

average, to 98,055 tons. The sugar produced was 
276,445 bags per yearly average. A worthy effort 
considering the extreme difficulty experienced in 
starting the industry. The point is, however, that 
there is no need to have the same difficult experience 


again. By maintaining our industry, along with the 
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economic aspects, we have an sudietery in existence that 
can and does now produce at least three times this 
amount of sugar, locally, for local consumption. It 
will not be greatly interrupted by world conditions. 
elit Being an import country under the Interna- 
tional Sugar Agreement, Canada is extremely vulnerable 
to world conditions with regard to sugar. The one 
stabilizing influence is the sugar beet industry. if 
conditions were allowed to exist, in sins even 
fostered, that:would force the sugar beet industry out 
of business, Canada would then be entirely dependent 
on other countries. In the event of war or a world 
conflict the results can readily be assessed. 
ea Another stabilizing influence is that on the 
price of sugar. The price of sugar in Canada is based 
on the world price of sugar, plus duties, plus freight 6 
Montreal, plus refiner's margin for processing, plus 
freight to the market. A combination certainly not 
lending itself to a stable price. For example, during 
the period of February and March, 1957, as compared 
to July and August, 1959, the difference was an average 
of 3.59 cents per pound. It is also a fact that 
during a time of world crisis, such as Suez or Korea, 
prices skyrocket on the world market. Therefore, 
without the stabilizing influence of a local product, 
the consumer would not benefit to the extent he now 
does. 

The value of the sugar beet refinery in the 


economy of the Province: 
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25% The Manitoba Sugar Refinery, processing sugar 
beets to refined sugar, is situated in Fort Garry 
(Winnipeg), Manitoba. It started in 1940 to assist 
in alleviating the short supply of sugar caused by 

the Second World War. 

a4, From its first year's operation of slicing 
and processing 90,115 tons of beets to produce 

220,044 bags of sugar to its planned 1959 operation of 
an estimated 260,000 tons of beets with an estimated 
sugar production of 669,500 bags, it has played an 
active role in the economy of both the ee ee 
industry. For example, in the 1958 fiscal period 

its sales were $6,500,000. Wages and fringe benefits 
amounted to $825,000. Materials and supplies were 
purchased to the amount of $850,000. Over $500,000 
was paid out in trangportation on sugar, molasses, 
pulp and supplies. Miscellaneous items of taxes, 
storage, insurance, brokerage, commissions, advertising, 
etc., accounted for another $950,000, while $3,350,000 
was paid to the growers. All this cash was spent in 
Manitoba and WOE ened over by those receiving it. 
A very considerable contribution to the economy of the 
Province and Wegtern Canada generally. Not one to 

be considered lightly in view of cash crops and unem- 
ployment. A very necessary industry to keep in 
business. An industry ready to expand its facilities 


as population and markets demand. 
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Appendix "A" 


TRANSPORTATION PAID BY THE INDUSTRY 


(Rail Freight on Beets in Manitoba (Last four- 
year Average) 


Average tons by rail: Raw Tons Average Average 

| Raw Rates Freight 
Averages 189, 397.31 $ 1.5370 $290,801.48 
Average Rate $ 1.5370 


N.B. 1959 crop was very low in tonnage due to early 
winter storms. The estimated tonnage with a 1600 
acre increase for 1959 should have been 260,000 tons 

at the average freight rate of $1.5370 would have made 
the freight for 1959 a minimum of $398,320. This does 
not include growers trucking their own beets. 


EFFECT ON INCOME FROM TRANSPORTATION BY SUPPLYING 
OUR MARKET 


WITH TRANSPORTATION AT $1.13 PER 100 lbs. 


Sugar Recovered per year: Average 529,297.90 
| b 


ags 
Average IN Transportation on sugar @ $1.13 
per 100 lbs. Eastern Sugar $598,106.62 
Loss of Revenue on Manitoba Beets, 
Average 290, 801.48 
307,305.14 


Manitoba Sugar Transportation 
per Year: Average 175,743.06 


Loss of Revenue on Manitoba Sugar 175,743.06 
Balance o9h, OL. 


Manitoba Pulp Transportation 
per Year: Average 232,565.00 
Loss of Revenue on Manitoba Pulp 232,565.00 
Deficit Balance 101,002.92 


Manitoba Molasses Transportation 
per year: Average 85, 908.80 
Loss of Revenue on Manitoba Molasses 85,908.80 
Deficit Balance 186,911.72 
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Transportation on Manitoba Supplies, 
i.e. Packages, Bags, Lime, 
seed, Fertilizger,: etc. at 
the Factor: Total 146,250.00 


Loss on General Transportation 146,250.00 
Deficit Total  $ 333,161.7¢ 


Total Transportation on Manitoba 
Beets and Products: 


Manitoba Beets 290,801.48 
Manitoba Sugar 175,743.06 
Manitoba Pulp 232,565.00 
Manitoba Molasses 85,908.80 


Manitoba Other Products 
and Goods 146,250.00 


Total Manitoba Transpor- 
tation $921,268.34 


Transportation on Sugar 
@ $1.13 per 100 lbs. 


from Ontario 598,106.62 
Manitoba Transportation. 931, 268.34 
From Ontario | 598,106.62 


Net Loss in Revenue: $333,161.72 
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Appendix "B" 


FACTS ABOUT THE INDUSTRY 


ol ipackstablished :in 1940. andcoperated: continuously 

since that time. 

An average of 850 farmers participating 
as growers. 

An average of 24,500 acres planted to sugar 
beets yearly. 

An average of 217,381.4 tons of sugar beets 
grown and processed, 

An averace of 529,298 bags of refined sugar 
produced yearly. 

A total of $4,469,278.72 invested by farmers 
in the industry. 

Over $6,378,235.87 invested in the sugar beet 
factory in Fort Garry (Winnipeg), Manitoba. 

A combined grower and factory paryoll yearly 
of at least $1,825,000. 

Sales of sugar and by=products of $6,500,000. 

Over $3,500,000 in 1958 being returned to 
the growers for their beets, the grower in turn 
using this for labour, machinery, supplies and taxes. 
This amount accounts for approximately 50 per cent 
of all Manitoba's cash crops. 

Materials and supplies purchased by the 
factory to process and package sugar to the amount 
of $850,000. 


A further expenditure of $950,000 is made 
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for insurance, storage, taxes, etc. 

Transportation to the amount of: 
$290,801.48 on beets to the factory 
$175,000.00 on sugar from the factory 
$ 85,000.00 on molasses from factory 
$232,000.00 on pulp from factory 
$146,250.00 on Miscellaneous Supplies 

and equipment. 

Our Manitoba factory produces approximately 
22 per cent of beet sugar in Canadae. 

Over 75 per cent of the sugar market in 
Manitoba is supplied from sugar beets 

Manitoba is not a deficit area for sugar. 
The entire available market can be supplied 100 per 
cent with beet sugar. 

The two appendices attached give figures 
concerned with the industry itself and with the 
freight rates based ona three, four or five-year 
average as compared to what it would take to ship 
eastern sugar in on a $1.13 per 100 pounds. That, Sip, 
brings it down to the effect that it is going to have 
on the farmer growers. There are nine acea of us 
in Manitoba. We produce approximately 50 per cent 
of the total cash crop in the Scobie of Manitoba. 
This year the growers will be taking far less per ton 
of beets due to the reduced price on sugar than they 
have for quite a number of years. I understand the 
price went down another 20 cents today. 


All this agreed freight charge is doing is 
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creating a sugar war, and solely, it seems,for the 
benefit of everybody except the Powe" 

THE CHAIRMAN: That is the ibreed charge on 
sugar? 


THE WITNESS: Yes, on 100 pounds of sugar, 


sir. 


CROSS -EXAMINATION BY MR. COOPER: 

Q. The Manitoba Beet Growers Association 
Incorporated -- is that a marketing agency, or what is 
it? 

A. The Manitoba Beet Growers Association 
Incorporated is the association of all beet growers in 
Manitoba. I work with the growers and the board. 
There are seven districts in Manitoba; each district 
has its own board and each board sends in a member to 
what we call the provincial board, and on the provincial 
board we argue the contracts and anything concerned 
with the policy of the beet growers, themselves. It 
is not a marketing renal We have nothing to do with 
selling the sugar. We are entirely independent -- in 
fact, we are on the opposite side of the table from the 
people who do sell the sugar. 

Q. Well, it is a growers! organization? 

A. That is right, sir. 

Q. How long has it been incorporated? 

A. It has been incorporated for two years, 
and it has been in existence since 1940. 

Q. As an unincorporated body up until two 


years ago? 
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A, ~ That is right. 
; Q. What is the value of the sugar beet crop 
; in the economy of the province each year? 
i A. If you will turn to Appendix "B", the last 
: page of the brief, you will see that. To put it blunt- 
ly, without reading it, the combined factory and grower 
| payroll is $1,825,000; sales of sugar and by-products, 
o| $6,500,000; over $3,500,000 average went to the growers 
16 in 1958. Materials and supplies purchased by the 
i factory, $850,000. There was $950,000 for insurance, 
12 storage, sional 
13 Q. In paragraph 5 on page 2 you refer to 
14 the proposed subsidies to the railways: 
15 "The proposed subsidies to the railways 
16 would possibly reduce the long-haul cost of 
17 transportation on products into and out of 
18 Manitoba, but the short-haul rate payers, such 
19 as we are, will not benefit." 
20 You might just indicate what you mean by the words "the 
a1 proposed subsidies to the railways.” 
22 A. May I go back a bit: last spring, in 
23 Ottawa, we were asked by Mr. Hees, the Minister of 
24 Transport, to prepare a brief for presentation to him 
25 and to the Prime Minister,Mr. Churchill and Mr. Harkness 
26 outlining the effect of freight rates on our transpor- 


27 tation, At that time and since it has been mooted 
28 that the short-haul men should take a larger share of 
29 the freight costs; in fact, that was proposed here at 


30 the provincial meeting approximately a year ago. Now, 
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it was understood at the time of discussing the matter 
with Mr. Hees in Ottawa -- they mentioned the subsidies; 
we did not. I wanted to point out to Mr. Hees, and 

I wanted to point out to the Board too, that subsidies 
on long-haul freight will do us no good shi cbckan 
because we are short-haul freights; we are approximately 
70 to 80 miles outside of the City of Winnipeg. 

Q. So, you have no quarrel with the system 
of horizontal percentage increases, or freight rates, 
going up by that method? 

A. No, not if we could get our costs re- 
duced by 50 per cent too; then, we are willing to go 
along with it. 

Q. Everybody seems to be willing to go aion 
with everybody provided their costs are not increased? 

A. Quite right, sir. 

Q. What part does trucking play in the 
gugar beet growing industry in the province? 

A. It plays a little part in the trucking 
of beets to the factory, but those figures are not 
included here; that is, there is no trucking from 
farms, I think. On Appendix "A" you will see I men- 
tion that this does not include growers trucking their 
own beets for an average raw ton and freight bill for . 
the year. 

Q. All these figures in Appendix"A" relate 
to rail? 

A. yes. 

Q. There is no truck movement in there at 


all? 


“netden ena antosuoath 0 emia, oad. om, 


: a 


jteekbtadie exe benottcem yodt — awst70 ak ook | + 


bas, anett tt os tuo satoq: sh patna pricy 


sotbtaduy tard. 003 Sr 8o8 ‘oid oo een ites ¢ of bednew | 


| © 


“sevecedasiw boog ont Shs ob: Ate taken tusdegnot mo) 


oh 
e 
» 
{ 1, } 


te e 


> 


a 


ary: 


q 
ah 


yletemtxouggs: oTe ow radrigten?. unde sod SIs Sw eaunced 


poakarsh YO yttS orit © abt atu acti, 08: Foo OTe) 


an ii et, 


. Madey od dehEe fewisup on om, NOY, 08 “® 


! 


eotar THighoy ae) peer Oa Mibienatie! fadnostiod. to. i 
‘thoddom tens ved qu patents 
~S% BFBoy Tuo dep Diwoo ow tt vor oH afs a he. 
. OF OF Qaklifw sae ow averit (007 Tneo req O02 yd peoub 
: 4 @t aittw goofs: 

MOL OR.od Bab L Low ae oF wie 9 YSouyreva 40 
Thea serosal sor ona adedo beds behivesq ybodyievs tte oe a 
7 Whe otighs ett: oo A ey \ 
aris at yslg pebiour’ R905 drag deci “8 ee Oe a pry . vt 
Seodk vere ony mF yrutaubat gatwors, teod =aguB | hos ae 

ante wet SHt ‘nk drag Sfggii «s aysliq 2 Swe 
tie S%8 soygt? eaen? dua eVIOFOSY ond ‘ost ateed. to 


Moy | ‘pats duerd om at Sxocid . at gadt yered bebutont 


|... -flem: ry 298 ftw al A" xtbnegaa a » Menkes I ors 


|| atone Satsogie areworg ebufont Jon agob etd sada nots 
dA 1 

1a 08 
By | 02 ite arighert heii nod ws 2SLOVS as 101 ateed nwo 
Ts9y sds. 


| eteres "Av xtbasaga ik aomgl? seeds £18) 0.9) 


fewest i 20 +, wah 3 vig 
Tati J 


Vas Beer 


ssi | ess One | Bikinis me oa. 


ANGUS, STONEHOUSE & CO. LTD. Deeley, cr-ex 4553 
TORONTO, ONTARIO (Cooper ) 


A. Not that I know of, sir. 

Q. Well, you would know? 

A. I would know. I might say, there may 
be a little on. the transportation of sugar out from the 
factory, but there again, being a growers' association, 
as I say, on the other side of the fence, we don't 
know that, 

Q. I presume this agreed charge on sugar 
coming in from Ontario was negotiated to hold the 
traffic for the railways against truck competition -- 
or, do you know anything of the background of that 
agreed charge? 

A. I understand that the refiners in the 
East put up the argument to the railways that this 
was a deficit area for sugar; in other words, we could 
not supply our market for sugar, which is entirely 


wrong, 


CROSS-EXAMINATION BY MR. BRAZIER: 

Q. I notice in the statement which is 
attached, Appendix "A", you have Manitoba pulp, and it 
shows the transportation cost of $232,000: that is out 
of the refinery, is it? 

A. Yes,sir., I may point out there, it 
is the freight that prohibits the grower from re- 
ceiving practically nothing on pulp. from the factory. 

Q. Where is that shipped to? 

A. I understand, sir, pulp and molasses 
are shipped -- well, the molasses, I do know, goes 


across the border. 
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ANGUS, STONEHOUSE & CO. LTD. peéley, cr-ex 4554 
TORONTO. ONTARIO (Mn Brazier ) 


Q. To the United States? 

A. Yes,” 627. 

Q. Do you know where the pulp goes? 

A. Most of the pulp goes the same way too, 
ais. 

Q. Does it go down to Minneapolis, or 
some place like that? 

A. Minneapolis and further east. 

Q. And it goes on the American railways 
most of the way? 


A. So I understand. 


CROSS-EXAMINATION BY MR. HUME: 

Q. Mr. Deeley, in answer to a question by 
Mr. Cooper with respect to this agreed charge, you 
point out in paragraph 6 that the normal rate is $2.32 
and the agreed charge rate is $1.13: was sugar 
entering from Ontario points into Manitoba by truck 
before the railways put in the agreed charge? 

A. By truck? 

Q. Yes. 

A. I understand there was the odd truckload 
came up, but, as I said before, I am not the marketer 
so I am only going by hearsay. I understand there 
was the odd truckload coming up. 

Q. So the truck movement from Ontario into 
Manitoba, so far as you are aware, was a very minor 
thing? 


A, yes. 
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“ ANGUS, STONEHOUSE & CO. LTD. Deeley, cr-ex 4555 
TORONTO, ONTARIO (Hume ) 


Q. And if the agreed charge was put in 
for competitive reasons, they were other than truck 
competition? 


A. I would understand that. 


CROSS-EXAMINATION BY MR. SINCLAIR: 

Q. Mr. Deeley, you knew that when the roll 
back provided under the hee atone ton that came into ~ 
effect last August was put in, it was applied as a 
percentage roll back because the rates had been in- 
creased percentagewise, so that the relative positions 
of the short and long haul shippers were held in 
balance; you knew that? | 

A. I understand now, yes. 

Q. And the ertade subsidy, the only other 
subsidy I think you might have had in mind when you said, 
"We now find ourselves in an extremely ludicrous 
position of indirectly subsidizing our competition to 
the possible extent of losing our market, by the granting 
of special freight rates to that competition" -- the 
only subsidy that you would have in mind there would 
be the bridge subsidy, and that would be on traffic 
moving over the bridge, and that does not apply, did 
you know, to agreed charge traffic? 

A. Well, Mr. Sinclair, I don't know what 
applies to agreed charge traffic --- 

Q. Does not apply. 

A. Or does not apply to it; I do know that 
as far as we are concerned, in my interpretation and 


my presentation here, that it is this, that if the 
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| growers are concerned, whether the railways got the 


fuga set pe a al Deeley, cr-ex 4556 
(Sinclair) 

railways are to recelve subsidies for the purpose of 

continuing shipping east to west or west to east long- 

haul, and they are also in the position to decrease 

the freight rate on one specific commodity that I am 

interested in, by more than 50 per eent of the original 

freight rate, my thought was that we would be paying 

subsidies to the railways who, in turn, would be 


giving cheap frelght rates to an eastern refiner to 


ship his product dbs Hees at far less cost. 

Q. You understand that the principle of 
agreed charge is that it can only be put in to meet 
existing or potential competition, and the railways 
have to prove that competition and matters of that kind, 
and s0 it is either the rallways getting the traffic 


or letting the competition move it, so, as far as the 
‘N 


Crafiic or someone €1is¢, Ghelr conpevLtive position 
would not be changed one iota? 
A. li that ie true, then, Cor a vco0od many 


years some trucker hauling sugar into Manitoba has 


been losing a terrific amount of traffic, because it 
is only in the past year -- less than that, I would 
say -- that since this agreed charge came in that we 
have had any competition whatsoever in the matter of 
rebates and cancelled contracts of sugar shipped in, 
and I know one instance where it was shipped at $1.54 
from Sain’ Jonn, New Brunswick, to eng on 

sugar alone. if that ds the case, then there is 


one particular trucking outfit I have in mind which 
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* ANGUS, STONEHOUSE & Co. LTD. Deeley, cr-ex 4557 
TORONTO. ONTARIO (Sinclair ) 

has lost a lot of revenue over the past years by not 

bringing in more and more sugar. 

Q. That, ey Ne was why the railways 
had to take action, because the growth of the movement 
in here by competition was gaining and they were losing 
traffic, and to protect themselves they went after it: 
would you not agree that that is what happened? 

A. No, I would not, because if that were 
the case we would have seen Ontario beet sugar into 
Manitoba along with cane sugar long before now. 

Q. You have Alberta beet sugar in Manitoba 
right now, and have had for years? 

A. And the freight rate is the same, and 
it has not been cut by 50 per cent. 

Q. But it is also under an agreed charge, 
did you know that? 

A. | Yes, 

Q. And it was also put in to ey pen 
petition? 

A. From the east. 

Q. To meet competition -- no; from Alberta 
to Manitoba points? 

A. When was that put in? 

Q. When was that rate put in? I can't 
give you the ages } 

A. In years? 

Q. No, I haven't got the date, but we will 
be glad to send it to you. 


A. No, don't bother. I was trying to 
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ANGUS, STONEHOUSE & CO. LTD 
TORONTO. ONTARIO 


Deeley, cr-ex 4558 
(Sinclair) 


tie it in with the so-called competition. 

THE CHAIRMAN: You will take his word? 

THE WITNESS: 1 will take his word for it. 
I might mention here that a good 75 to 80 per cent of 
our locally refined sugar is sold right in the Province 
of Manitoba. We are not in competition with anyone, 
practically, anywhere. It is the other fellows who 
are trying to get in here, and they are doing every- 
thing under the sun iS get in, 

MR. SINCLAIR: Q. You do negotiate 
annually with the railways concerning the charges on 
the movement of beet woe che refineries, do you, not? 

A. We did this year, and we did three 
years ago. 

Q. Well, what I am saying --- 

A. Otherwise, it stays. that way. 

a It stays until somebody brings--- 

A. Until the rate is changed and then 
we discuss the matter with them, | 

Q. You are not complaining about that? 

A. NOy Bats 

MR. SINCLAIR: Mr. Chairman, in the time 
I have had, that is all I can do to be of assistance 


to the Commission. 


CROSS-EXAMINATION BY MR. McDONALD: 


Q. In paragraph 6, you say there in 
the third line: 
"This charge is approximately 50 per 


cent of the normal rate of $2.32 before 
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“ ANGUS, STONEHOUSE & CO. LTD. ‘Deeley, cr-ex 4559 


TORONTO. ONTARIO (McDonald ) 
1 ‘the 4 
the 17% increase was applied." 
- I am informed that $2.32 is the fifth class rate: do 
~ you know anything about that? 
: A. All I know is that I have figures here 
6 quoted me by the various railway companies over the past 
, two years, and the last one I had was $2.32 on sugar. 
4 Q. Well, that is all right; I don't think 
, we need to take time on that. That ig the fifth 
10 class rate, and that was the rate, but I am informed 
il further --- 
12 A. That was the rate? 
13 Q. Yes. I am informed further we did not 
14 move a pound of sugar under that rate; it was purely a 
15 paper rate,and the sugar all came up via boat and truck, 
16 and that is the reason we had to put in the agreed charge 
17 A. And yet the rate from Port Arthur to 
18 Winnipeg is $1.14, and also quoted by truck from Port 
19 Arthur -- the run out of Winnipeg is £232, Montreal 


20 to Winnipeg, there is no quote, 


1 Q. That is the railway? 

2 A. No, that is the truck. 

23 Q. It is the same as the railway? 

24 A. yes, the same as the railway. 

25 Q. What is the rate from Port Arthur? 

6 A. $1.14. 

27 MR, MAURO: The trucks were quoting the same 
28 || rate. 

29 MR. McDONALD: Q. I just got this statement 


30 || today, and the information we could get is that we didn't 
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move any sugar under the $2.32 rate. eee in and 
went through our warehouse -- came in by boat and 

was carried out by truck, and that is the reason we put 
in the agreed charges. 

A. Thank you, I would make one other point 
clear: frankly, I think it is the freight on bringing 
in the sugar at $1.13 more thah the actual sugar that 
is being brought in that is the threat that is 
destroying the market, in the forcing of rebates and 
discounts -- some as high as 70 and 80 cents a bag 
that is making our factory -- it is not our factory, 
really -- making the sugar refinery here reduce its 
price in the threat of competition ee the east which 
is having a more decided effect than actually the 
sugar coming in. 

THE CHAIRMAN: You are not interested in the 
refinery at.all? 

THE WITNESS: No, sir; only in what we can 
get out of it. 

THE CHAIRMAN: You are just working with 
them? | i 

THE WITNESS: That is right, sir. My « 
Forester, who is with me, suggests I give you a few 
words on the contract. We buy the seed and fertilizer 
from the factory, grow the beets, ship them into the 
factory, and the factory refines the beets into sugar, 
pulp and molasses and disposes of them. Our contract 
is a share contract; in other words, we get a 60/40 


-- we get the 60 per cent of the 100 pounds net return 
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~ ANGUS, STONEHOUSE & CO. LTD. Deeley, cr-ex A561 
TORONTO. ONTARIO * \ 
(Mafin.):i 3 


on sugar. 
THE CHAIRMAN: Are there individual contracts’ 
THE WITNESS: No; it is one contract, with 
each individual having his own contract; but, the con- 


tract is standard. 


BY MR. MANN: 

Q. I have two questions: does the beet 
growing industry in Manitoba get any subsidy at all from 
anyone? 

A. You mean the growers? 

Q. Yes. 

A. Yes, sir; we get a guaranteed sugar price 
from the federal government. | 

Q. Is that the same situation that prevailed 
in regard to the beet growers in Ontario? 

A. And Alberta, yes, sir. Manitoba 
initiated that idea some three years ago, but it is not 
the money we are getting; it is the market we are losing 
that we are interested in. 

Q. I understand. The second question arises 
out of paragraph 14 on page 2 of your submission, and I 
wonder, because you say that you have suffered from 
the introduction of this agreed charge on sugar, do you 
think that agreed charges should not be allowed? 

A. Well, I don't think they should be allowed). 

Q. Would you like to see them abolished 
altogether in Canada? 

A. Well, in my opinion -- and this is 


purely personal -- I don't think the matter was ever 
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thought of by the Association, itself; I think it is 
working a discrimination against the individual who, 
like ourselves, has no other recourse than to file a 
brief with the government and try and get a remedy for 
the situation. 


MR.MANN: Thank you very much, 


BY MR.-ANSCOMB: 


Q. I find a little difficulty, after my 


colleague Mr. Mann has stated that, because there is 


evidently a conflict of opinion between yourself and 


the railways. You say tie’ dereed charge is the cause 
of your grief, if grief there is, or, that you antici- 
pate some grief. In other words, that you are going 
to lose some business, and yet the railways say here 
publicly that they have only reduced the rate. to com- 
SECCOWL EH HEL OE HAREM EAE is already in effect. Is 
there or is there not sugar coming into Manitoba from 
Ontario? 

A. Very definitely sugar is coming in from 
Ontario. 

Q. If there was no agreed charge, would 
that sugar not come in? 

A. Well, sir, possibly this would explain 
it: under the deficiency payment for the agreed price 


that we have with the government -- 93 per cent of 


our contract -- and I might mention here too that as 


the price of sugar goes down so does our 93 per gent; 


but, as far as that is concerned, the net return is 


“our worry. The gross return is! what the government 
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pays on. In other words, there is that difference 
between what the sugar is sold at f.o.b. the factory 
and what it arrives at when we are through with it. 
So, it has worked out to this extent, that Ontario 
refiners have been able to send their sugar in here 
and get a higher gross return but a lower net return, 
and we have been in the same boat. 

MR. MAURO: I think the point, Commissioner 
Anscomb, is that this sugar operation is on a. basing 
point system, Montreal-Vancouver, again laid down 
Montreal-Vaneouver, and the production price into the 
Manitoba market is the cost of transport from Montreal 
to Manitoba. 

COMMISSIONER ANSCOMB: I understand that per- 
fectly, but you have not yet answered the question, 

Q. If there was no agreed charge, the sugar 
is coming up by water, anyway. Now, is the agreed 
charge responsible for hurting the sugar business in 
Manitoba, or is it the water route? 

MR. MAURO: I think Mr. Deeley's point was 
that prior to the agreed charges the sugar was not 
moving in in the ratio that it is. 


COMMISSIONER ANSCOMB: Thank you. 


~--Adjournment. 
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February 10, 1960. 
---Upon resuming at 9.30 a.m. 


THE CHAIRMAN: I want to say how impressed 
we have been here in Manitoba with the interest that has 
been shown in national »roblems, and I would like to say 
we have listened with interest to those briefs that 
have already been given, and we have every intention 
of hearing every submission that has been made. We 
realize the time and effort and interest that is shown 
by various organizations, and we are guing to hear them. 
It doesn't matter how lon, we have to stay nere; our con- 
cern is to do something for the good of the country, 
and I have been in western Canada long enough myself 


5 


to know particularly in what messvre cre” cv~snizations 
as the Federation am the Farmers! Union are the 
rarmers!' parliament, and they should be heard. we have 
their considered judgment, and, for better or for worse, 
we should hear what they have to say, anda we are going 
to. 

MR. MAURO: Thank you, Mr. Chairman. 

The néxvc supimission is that of the Winniveg 
Chamber of Commerce, presented by Mr. Evan McCormick. 

McCORMICK, Ewan. called, 

MR. McCORMICK: .Mr. Chairman and members of 
the Royal Commission vn transportation, the Winnipeg 
Chamber of Commerce is an association of business and 
professional men, grouped together for the common pur- 
pose of promoting the commercial, financial, professional 
educational and social conditions of greater Winnipeg 


in particular, and Manitoba and Canada in general. It 
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was founded. in 1873 and incorporated in 1879 as the 
Winnipeg Board of Trade. Under that name and its present 
name, it has, over the years, maintained a lively interest 
in transportation matters and now, with a membership of 
approximately 1500, this Chamber represents a broad 
section of the greater Winnipeg community. 

This Chamber has given careful consideration 
to the events leading up to the establishment of your 
Commission to look into the problems relating to 
railway transportation in Canada, to its terms of 
reference, and to some of those problems which are of 
concern to us in Winnipeg. 

As we review the changes in the freight rate 
structure which have been imposed as the result of variou 
royal commissions and inquiries since 1946, it becomes 
obvious that many regions of Canada have considerably 
improved their positions during that time. 

For British Columbia, there has been the 
removal of the mountain differential. For Alberta, sub- 
stantial benefits have flowed from the introduction of 
the one and one-third ruie. The province of Saskatchewan 
pressed for a subsidy. While the resultant bridge sub- 
sidy is of some benefit to Manitoba, the method of 
application certainly makes it of greater benefit to those 
provinces west of us. 

Contrary to the recommendation of the first Tur- 
geon commission, the maritime provinces have been 
exempted from equalization by the action of parliament. 
Also, the reduction in rates under the Maritime Freight 


Rates Act has been increased from 20 per cent to 30 
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per cent. When strict application of the equalization 
recommendations was considered probable, action by the 
province of Quebec obtained a constructive mileage to 
western Canada based on the Toronto mileage which is an 
exception,to the recommendation of the Turgeon commission 
and the amendments to the Railway Act as passed by 
parjiament. 

In the province of Ontario, Windsor and those 
cities farther from western Canada than Toronto have 
gained the advantage of a constructive mileage and, 
at the other end of the seale, such cities as Sudbury 
have gained the relative advantage of their geographical 
location. 

None of the changes in the freight rate struc- 
ture which have been imposed since the war have been of 
direct benefit to Manitoba and, by contrast, Manitoba 
has been placed at a disadvantage by the cancellation 
of the Basing Arbitrary, the loss of the constructive 
mileage between Fort William and Winnipeg, and the remova 
of the hold-downs on the domestic movement of grain. 

With this record of the past thirteen years 
before us, we are sure that you will appreciate the 
genuine concern which was felt by our members, and which 
was expressed to the Prime Minister at time of the 
appointment of the commission, when they saw that, 
counting the Atlantic provinces as one economic unit, 
every other part of Canada was represented on the Com- 
mission with exception of Manitoba, 

At that same time, the Chamber made it clear 


to the Prime Minister that this comment was not;in any 
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sense, a reflection on the personnel of the Commission, 
but was based on a very real concern which Winnipeg 
business men felt as a result of the period which, for 
Manitoba, had provided an unhappy record and had seen 
some real disturbance to our traditional trade and 
market patterns. 

THE CHAIRMAN: I think, Mr. McCormick 
you have forgotten that Mr. Sinclair is here. 

MR. SINCLAIR: Mr. Chairman, Manitoba is 
like the railways -- they have to look after themselves. 

MR. McCORMICK: That puts us in good company, 
Mr. Chairman. 

It is a pleasure to note that any apprehen- 
Sions have since been removed by the actions and decision 
of the Commis sion thus far and we are confident that the 
Commission will not permit any pressure for speedy action 
to lead to precipitate decisions or impede in any way 
a careful and thorough examination of the various matters 


brought before the Commission. 


During the discussions leading up to the estab- 
lishment of your Commission, this Chamber had its 
transportation bureau review its transportation policy 
with a view to bringing it up to date and reviewing it 
in the light of current events. That policy as approved 
by the council of the Chamber is attached, as Appendix 
No. 1, on page 50 of the brief, and I would ask, 

Mr. Chairman, that this might be submitted as an 


exhibit. 
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1 
2|| ---EXHIBIT NO. 97: Appendix 1 to Briefs 
of Winnipeg Chamber of 
3 Commerce. 
4 
MR. McCORMICK: For the purpose of reference, 
5 


we attach, too, an outline of the terms of reference 

6| of your Commission, as Appendix No. 2. 

7 In the light of this Chamber's policy and 

g|| the terms of reference of your Commission, and in the 

9 hope that they may be helpful to the Commission in under- 
standing some of the problems and points of view of 
business men in this region, we submit the following 
comments and suggestions for your consideration. 

There is nowhere that we can find a clearly 
defined national transportation policy. The Turgeon 
Royal Commission on Transportation in its report in 1951 
15|| devoted its last chapter (chapter XVII - pagea 274-280), 
16| to the subject. In effect, it lists a wide range of 
17|| relevant facts and governmental actions and suggests 
18 that these are all part of the national transportation 
policy but there is no analysis to determine an over-all 
policy. Rather this review suggests that, at various tinesi, 
there have been a number of policies, based on the national 
interest or regional development, or expediency, or just 
the accident of history, which have been related to trans- 
23 || portation. 

24 We have a variety of governmental boards and 
95|commissions and many acts dealing with various segments 
of the transportation industry which are administered by 
these various bodies. At the present time these regul- 


atory bodies are acting independently and, at times, even 
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seem to be headed in different directions. 

The increasing complexity of our national life 
in general and of transportation in particular, seems 
to us to indicate the need for a clearly stated trans- 
portation policy, or if you prefer, a philosophy of 
transportation, which will serve as a guide to the various 
bodies regulating transportation throughout Canada and 
which will be a guide or an indication to carriers and 
users of transportation in general, of what are considered 
sound principles opérating in the best interests of the 
general public. 

This is not to suggest that we want a super 
"Board of Transport* Commissioners" with control of all 
transportation under one roof. There are arguments agains 
this at the present time, such as the danger of delay 
because of the volume and variety of the matters 
to be handled and, in the eyes of some business men, the 
Board's historic interest’ in railway problems, which is 
not surprising nor alarming in its present position but 
which might make it difficult to be completely free of 
railway traditions in studying problems of other forms 
of transportation. It would also be difficult to make 
justice, not only be done, but be seen to be done, in 
cases involving conflict between railways and other modes 
of transportation. This Chamber would prefer to see 
efforts made to bring about this integration by closer 
liaison among the vartous Boards and Commissions. 

We therefore recommend to the Commission: 

"That early and serious consideration be given 


to the development of a clear and comprehensive 
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"national transportation policy and means by 

which the present multiplicity of controls can 

be integrated within the framework of such a 

national policy". 

Support for the system of free competitive 
enterprise is the central core of the policies of 
Chambers of Commerce throughout Canada. In the competitiv 
atmosphere which this envisions, only the efficient sup- 
pliers of goods and services can prosper. Suppliers who 
remain inefficient or who continue to produce things 
no longer wanted will not survive. Through such compet- 
ition, changes take place and efficiency is increased to 
the benefit of the consumer. 

In the earlier days of our country's development 
railway companies, in return for receiving what promised 
to be a profitable monopoly of transportation in a given 
area or region plus, sometimes, other incentives such 
as grants of land or money, were forced to yield, in 
exchange, governmental control of their rates and other 
matters so that the public might be protected from exploi- 
tation. 

There is ample evidence that this monopoly has, 
in large measure, virtually disappeared, but, in some 
cases, and at some times, it would appear to us that thes 
regulatory powers have been used by the Board of Trans- 
port Commissioners more to protect the railways from the 
full force of competition than to provide the most econ- 
omic means of transportation to the general public. 

It has been our practice in Canada to condone, 


or actively promote, practices in the field of 
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transportation which in almost any other industry would 
bring speedy review by the Restrictive Trade Practices 
Commission of the Combines Branch of the Department of 
Justice. 

In keeping with its support for competitive 
enterprise the Chamber makes three basic points which it 
suggests are worthy of consideration. These are: 

(a) The Chamber prefers dynamic control by 
competition to relatively static control by regulation; 

(b) Control by regulation should be kept to a 
minimum and should be exercised only when there is a 
clear need to protect some accurately defined public 
interest; and 

(c) Some individual adjustments are inevitably 
associated with competition and with economic growth and 
development, but these should not stand in the way of 
progress and should'not be the basis for introducing 
restrictive legislation or regulation. 

We will point out in another part of this 
submission that we believe inequity exists in the water 
portion of joint through rates by water and rail from 
eastern Canada to western Canada. The pegging of this 
water portion of through rate to the rate for the com- 
petitive rail haul tends to minimize the economic ad- 
vantage which the St. Lawrence-Great Lakes waterway 
Should provide to usin the heartland of this continent. 

This Chamber believes that any movement of 
traffic by two different modes of transportation should 
bear rates reflecting the rate characteristics of each 


mode of transportation in proportion to its contribution 
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to the total movement and no form or mae of transport- 


ation should be so regulated as to deny to the public the 


We therefore recommend to the Commission: 

"That any national transportation policy and the 

regulations therein should be consistent with 

our free enterprise system and to this extent 
each mode of transportation should be free to 
compete for any traffic that is available; it 
should be permitted to base its prices on its 
own natural advantages; its rates should be 
based on its own costs and requirements and 
not forced to bear any arbitrary relationship 
to other modes of transportation." 

The first of the terms of reference listed is 
as follows: 

"Inequities in the freight rate structure, their 

incidence upon ’the various regions of Canada, 

and the legislative and other changes that can 
and should be made, in furtherance of national 
economic policy, to remove or alleviate such 
inequities." 

The first inequity which comes to mind, and on 
which this Chamber has made frequent and sustained 
representations is that of the water portion of joint 
through rates from eastern Canada. 

The St. Lawrence Seaway was undertaken and 
financed by the people of Canada in the expectation 
that, while there would be some substantial regional 


advantages, basically, benefits would accrue to the whole 
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economy of the country. Try as we may, we have been un- 
able to find any way in which this benefit can be 

passed on; or, in fact, any basic reason for the construc- 
tion of the Seaway itself, other than to lower the cost 

of transportation between the upper lake am lower river 
ports. 

Over the years, this Chamber has watched with 
grave concern the gradual elimination of the competition 
provided by the low rates of water-borne package freigh- 
ters on the Great Lakes-St. Lawrence system. 

From the original position as independent 
operators whose low rates forced reductions in all-rail 
rates, there has been a gradual transition to their 
present status in which, so far as rates are concerned, 
package freighters have become mere appendages to the 
railway system. 

The present joint through rates over this system 
are published for a through freight movement, partly by 
rail and partly by water: However, instead of consider- 
ing the characteristics of the water portion of the haul, 
the "all rail" rate is determined and then a certain 
arbitrary number of cents are deducted if part of the 
movement is by water. This does not follow the policy 
suggested in the preceding section 'B', paragraph 27. 

Because of the present method of rate construc- 
tion, the three factors that determine the water portion 
of such joint through rates are: 

I. the rail mileage from Toronto to the Lake- 
head; 


Lin The ton-mile cost of moving freight by 
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rail; and 

III. the financial needs and requirements of th 
Canadian Pacific Railway (since it is the"yardstick" 
railway). 

From the rate so determined, an arbitrary 
"differential" of a fixed number of cents is deducted to 
determine the total lake and rail rate. 

Not one of the three factors listed is related 
in any way whatever to the actual route, time or cost 
involved in moving the goods by water between its point 
of origin in eastern Canada and the Lakehead. 

We therefore recommend to the Commission: 

"That each joint through rate-should reflect 

the rate characteristics of each mode of trans- 

portation employed, in proportion to its 

Share of the total movement and no mode of 

transportation should be so regulated as to 

deny to the general public the benefit of its 
inherent competitive advantages." 

THE CHAIRMAN: Your views in this regard were 
presented more than once, I think, to the Board of 
Transport Commissioners? 

THE WITNESS: These have been presented to 
the Board, sir. The Board is bound by législation, and 
in applying to it we suggest that the whole picture be 
considered by the Board as an administrative body. We 
suggested a look should be taken at the legislation. 

THE CHAIRMAN: Your idea is there should be 
some recommendation by this Commission in view of the 


judgment the Board had? 
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THE WITNESS: That's right, sir. 

We believe that ‘this policy should apply, not 
only on shipments partly by water and partly by rail 
but suggest that, with the increasing complexity of 
transportation, we might well be looking forward to 
developments in integrated water and truck or rail and 
truck shipments as well as shipments involving one of 
these modes plus air transportation. This would involve 
the application to these movements of a through bill of 
lading such as now covers the movement of export goods 
partly by rail and partly by ocean steamship. 

Related to this matter of joint through rates 
for lake and rail shipment is the recommendation of this 
Chamber that such rates should be constructed only over 
the port of trans-shipment. 

At the present time, because of the blanketing 
of rail rates from eastern Canada to Fort William and 
Armstrong and the shorter rail mileage via Armstrong 
to certain western Canadian points as compared to the 
mileage via Fort William to the same points, it is possibl 
for joint through rates to be constructed over Armstrong 
which really distort what should be the proper rate rel- 
ationship. For example,if a shipper in eastern Canada 
makes identical shipments via water and rail, one 
destined to Calgary and one destined to Edmonton, both 
shipments would receive the same water haul to Fort 
William. Beyond Fort William, both shipments would 
receive virtually the same rail service measured in terms 
of miles yet, on receipt at destination, the shipment 


destined to Edmonton would receive a lower rate than that 
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destined to Calgary. 
ACTUAL MILEAGE Calgary Edmonton 
1. Water miles from Toronto 


to Fort William (C.S.L. 


Tariff 214A) 904 miles 904 miles 


2. Rail miles beyond Fort 1,242 miles 1,228 miles 
William (CP & CN Taffis W-100) 

3. Total miles travelled 2,146 miles 2,132 miles 
(On this basis, both fall in the same mileage. 
block (2,126-50) and should be assessed the 
same rate. However, this is not so. Here is 
an illustration of the difference in rates, ) 


4, Lake & Rail rates (class 45) 
(633. DaiPariff 100p) 4o4 cents 397 cents 


The reason being that the rate 

is not based on the mileage 

travelled but on the "all rail" 

mileage as follows: 

5. RATE MILEAGE: 2,054 miles 2,001 miles 

So that the Calgary rate 
(mileage block 2051-3000) is 
higher than the Edmonton rate 
(mileage block 2001-2050) 

The only comment I would make, the difference 
shows up in items 3 and 5. In item 3 is given the actual 
mileage travelled by the goods. Any item where we show 
road mileage, such as the rail rate via Armstrong, which 
indicates in the case-of Calgary, it is 92 miles less~ 
than the actual mileage travelled; in the case of Edmonton 
it is 31 miles less than the road travelled -- this 


just means a rate block, and the difference in the rate 


is the difference in one rate block. 
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We agree that it is logical, in an "all rail" 
movement, to base rates on a combination of the shortest 
mileages, because it is possible physically to move the 
goods over such lines. On the other hand, on a combined 
water and rail movement, we submit that the only logical 
way to construct the rate is to base it over the port of 
trans-shipment rather than over a point through which it 
could not physically move or-else could do so only by 
travelling -- and being charged for -- many more miles 
of rail hail 

We therefore respectfully suggest to the 
Commission: 

"That in the case of water and rail joint 

through rates, rate construction should be 

limited to routes over the port of trans- 
shipment.” 

interline Freight Movements: If the railways 
can work out with the water carriers joint through rates 
for a movement which involves the physical handling of the 
goods from one mode of transport to the other and if, 
as we believe, there is validity in our suggestion for 
further extension of joint through rates to other modes 
of transportation, then it seems to us that there is 
even more reason for working out a system of joint through 
rates for shipments that start on one railway and terminat 
on the other, where there is no physical handling of the 
goods, with rates that are based on the through mileage. 
The railways have, in recent years moved to meet this 
Situation in eastern Canada by the publication of Tariff 


C.F.A. 6, which authorizes rates between points on 
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different railways based on through mileages. 

If "equalization" implies the necessity for 
equal treatment, the absence of a similar tariff covering 
points in western Canada would appear to be very clear 
eVidence of discrimination against this region. 

We therefore recommend to the Commission: 

"That the principle of tariff C.F.A. 6 which 

now applies only within eastern Canada be 

extended to cover the whole of Canada and we 
respectfully suggest that this might be done by 

a comprehensive rule rather than by having to 

work out a complete tariff covering all points." 

Rates across the international boundary: If 
joint through rates are operable via water and rail 
where a physical transfer of lading is essential, then it 
seems to us that rates across the border with the United 
States, where no physical transfer of lading is involved, 
should long since have been put on a basis which would make 
joint through rates the rule rather than the exception. 

I think I should make it clear that there 
we are talking about the joint rate bases on the through 
mileage. 

Between points in the U. S. A. and points in 
eastern Canada, there are many joint through rates. Ther 
are comparatively few such rates into western Canada and 
during the "equalization" case before the Board of 
Transport Commissioners it was indicated that this breaking 
of rates over the border in westem Canada had served as 


a kind of invisible tariff which had held out American 
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goods and, by favouring Canadian Suppliers had guaranteed 
the railways the long haul from eastern Canada rather tha 
the relatively short haul from the border. Public senti- 
ment in this area would, we suggest, be that tariffs agai 


imports, at the level set by the federal government 


should not be augmented west of the Great Lakes in the in- 


terests of encouraging long-haul traffic for the rail- 
ways. 

We therefore respectfully suggest to the Com- 
mission: 

"That it should investigate the present 

practice of breaking many rates at the border 

on shipments from U. S. points into western 

Canada and the advisability, in the interest 

of the consuming public of minimizing or, if 

possible, eliminating this practice by a wide- 
spread use of joint through rates over these 
routes. 

Interswitching in Urban Areas: Switching 
rules have remained basically the same since 1918 and 
for some time now have been inadequate to meet the 
needs of today's industry. Switching charges, too, are i 
many cases the kind of "nuisance" charge which annoys 
and causes illwill far beyond its cost. 

Even in the years since World War II, there 
has been a tremendous increase of urban sprawl. New 
concepts of industrial engineering and tremendous 
strides in extending the speed and scope of urban 
passenger transportation have meant that industries now 


seek the perimeter of metropolitan areas rather than 
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their centre. 

There are shippers in many parts of Canada 
who are located at points served by only one railway. 
Occasionally, they must ship goods to points served by 
another railway. 18 this case, in using the only route 
open to him, a shipper is assessed a switching charge 
which is in the nature of a penalty against him, when we 
consider another shipper served by only ome railway who 
elects to forward his shipment to a competitive point by 
a railway other than the one serving his siding. In this 
case, he has an option as to routes, but even though 
he has selected the route which, because of the inter- 
change, will increase the cost of railway operation, 
because the destination is a competitive point, he is 
not assessed any switching charge. 

The rules make no distinction between large and 
small centres and in most of our larger cities today it 
is extremely difficult for industries to find sites 
located within the switching limits. The four-mile 
limit for free switching has remain unchanged for 
more than forty years and it is measured along sometime 
circuitous track from a point arbitrarily established by 
the railways, usually having little or no regard for 
the established centres of industrial development. (In 
Winnipeg, the Canadian National Railway depot is 
more than four miles from Paddington, its official 
interchange with the C. P. R.) 

The establishment of further interchanges 
usually meets only part of the problem and simply defers 


the day when careful consideration must be given to 
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the whole problem. 

THE CHAIRMAN: The problem of St. James we 
heard about yesterday. 

THE WITNESS: That is part of this. 

While we have no specific remedy to suggest, 
we have received a number of suggestions, none of which 
seem to provide the whole answer and, in an effort to be 
helpful to the Commission we pass these along for con- 
sideration without necessarily favouring any and certainl 
without indicating any order of priority for them. 

I. Increase the number of interchanges in 
any urban area; 

II. Extend the switching limit, say to six 
miles, or else set it on some sliding scale related to 
population or the developed acreage in a city; 

III. Consider establishing the switching area 
as a circle on the basis of an airline mileage from the 
centre of the city or some designated point; or 

IV. Establish‘a switching tariff with the 
proviso that the line haul carrier would absorb the 
switching charge up to an amount equal to some specified 
percentage of the line haul charges. 

We therefore recommend to the Géuimcansori: 

"That some careful review should be made of 

present switching rules and charges and an effort 

made to work out some method of handling and 
paying for interswitching in urban areas which 
will meet the conditions and needs of present- 
day industry." 


Adverse effect of some competitive rates on 


‘ ‘ ue a : en 
ow somel .2 to meldory off :MAMMLAHO:GHT- 


wf pe aA _ a is ao 
aNsbretaey-duods, bases 
vay .atdd to duaq el dant (BESMTIW SHE oo apes | 


; 


 TReagwe od rhea otifseqe on even ow stidw sete 


dobdtw to anon . snot Fesgxuse. co recctaneee: & bevtece1 oved ow ms 
Ty 
ad o¢ iho oe. fut bre ewes olochw odd ebtvorg 03 sea | 


o 


Hoo. t6% adele eaedd sasq ow noLaelewiod say oF futqled 


jintsdves bas oe gaiavevet vltasesecenm dworttw noltisrsbte ; 
mod tot yttaetag Teo vebto yas anivsaotbak sven tw 


ot segnadoxrsdatl to tedaum sit sesetonl 41> tus 


(291%8 cmsdis yas | 
ute OF YRe .SimtL goidosviwe odd baoedx® IT 
of bedeled efsoe grtbtia emoa mo tt toe esle 10 <esfim 


« 


iydfio 8 at egsoi0s HegqoLeveb ods 10 moiveLugqeq 


. BOs sottodiwe oid. galdetidesas sebtenod III | 
| grid orore yt egselim somiiuts ss to stead end mo eLonto 8 8s i” 
| 10 .vnleg hervsngteeb smoe to yito sd3. to sadtaed a 
| ody. ddiw 2 tive? anisiodtwe & Metidstsex .V¥I sy! | 
| eat dtoads pfvow teiuis9 [usd enti edd dedd- oalvorg ie 


— 
® 
+. 
iad 
road 
v 


29g8 9mo8 oF [supe Jawoms as ot qu sgisdo agntdodtwa 
-aegiano [ved enti edt to egstasoteq |p 


oLkne tomo) sat ot Dnommoost. sroteyernis oW 


a to beam ed bivore wotver [wterso emos gait". . ne" 
Itotte ne bas eoguacio bas gelur gaidotiwa tmeaerq .«. fa 


Doris grit (based to bodtem smoe suo auew o¢ bam ye 
| dotew easels nedis ot yaidetiwawtnt rot BOING sive Sei 
| -tmee@exg to abesm bas srotidibaos erld toom ILiw | 
i " ymdeubat yebo> 1! 
nO astsx evidisegqmon emoe. to doetie earevbA.. | 


i 


f | Leth aie 
Ad eri a) ie as 


* ANGUS, STONEHOUSE & CO. LTD. McCormick, dir. mn Q 
TORONTO. ONTARIO (Mauro ) » 2 


market competition: It is a generally accepted principle 
of rate making that the carrier should be free to meet, o 
not meet, competition where is exists. However, the 
general practice has been to initiate competitive rates 
without any consideration of the effect on shippers at 
other points which are competing in the competitive 
market. 

For example, consider tne case of a Winnipeg 
firm competing in Vancouver against a Montreal firm. 

Both have been established for some time and each enjoys 
a fair share of the market. Then, some competitive 
factor -- say lower water rates via the Panama Canal, 
produces competition for the long-haul traffic from 
Montreal. A competitive rate from Montreal is the 
probable result. The rate from Winnipeg to Vancouver 
will probably remain unchanged, thus, in many cases, 
effectively cutting the Winnipeg shipper out of the 
Vancouver market. 

It might well be that, in putting the competitive 
rate into effect, the carrier has been able to retain or 
recapture only a portion of its long-haul business at a 
much lower net revenue. On the other hand, offering the 
Same rate advantage to the intermediate shipper might 
have kept him competitive, retained a larger share of 
the market, or, at worst, carried as much traffic the 
shorter distance from the intermediate point at a lesser 
cost, the same rate, and a higher net return. 

We do not béliéve that the railways should be 
allowed, by rate adjustment, to determine who, among 


several competitors, shall be in a position to continue 
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competing in any given market. Nor, should it be 
possible, through rate adjustments, to exert any undue 
influence in the location of industries. 

We therefore recommend to the Commission: 

"Mat when competitive rates are initiated 

to assist shippers to enter or remain compet- 

itive in a market area, rates from other compet- 
ing points should be maintained at a level 
which preserves the geographic advantage of 
other shippers, particularly when it can be 
shown that prior to the imposition of the 
competitive rate, they had enjoyed a share of 
the market concerned." 

Exemption from equalization of the maritime 
freight rates: This Chamber of Commerce has long had 
both understanding and sympathy for the economic prob- 
lems faced by our fellow-Canadians in the Atlantic 
provinces. 

It was here in Winnipeg in November of 1925, 
with this Chamber as host, that the first meeting was 
held to organize a Dominion Board of Trade or, as the 
organization was eventually formally named, The 
Canadian Chamber of Commerce. Running through the 
whole of the three-day session which, incidentally, 
was held in this room, was the recurring theme of the 
economic problems of the maritime provinces. When it 
came time for resolutions, the first one was the 
following: 

"That this Conference urge the Dominion 


Government to immediately take such steps as 
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"may be necessary and justifiable by the cir- 

cumstances as will remedy the economic disabil 

ities which now prevent the maritime provin- 

ces from realizing those advantages which unde 

Confederation and the subsequent development 
of the Dominion of Canada should have 

accrued to them." (Carried unanimously) 

Partly as a result of the pressure engendered 
by this meeting and by formal and forceful represen- 
tations, particularly by the province: of Nova Scotia, 
the Duncan Royal Comifvew of was set up in April, 1926. 
It reported in September of that same year pointing out 
that, in fact, the maritime provinces had not prospered 
and developed as fully as other portions of Canada and 
made several recommendations which they thought should 
be undertaken by the government of Canada so that the 
"maritime provinces by reason of their tradition and 
the virility of their people, can readily become active 
participants in the future welfare of the Dominiom J's 
if they are relieved of the disabilities under which 
they have been suffering and are enabled to approach 
their problems with renewed vigour." 

THE CHAIRMAN: We have been in the maritimes, 
and the same resolution iS applicable to them. 

THE WITNESS: They noted that rates on the 
Intercolonial Railway had been increased by an estimated 
cumulative amount of 92 per cent since 1912, whereas the 
estimated average increase of rates for the rest of 
Canada had been 55 per cent. 
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The rates charged on the Intercolonial had been 
considerably lower, and then increased to 92 per cent 
as compared to 55 per cent in the eastern region, 

and that was really the first effort to equalize the > 
rates in the maritimes with those in eastern Canada. 
This was the first effort of equalization, and it 

was amended by the Duman Commission, so that while the 
railways retained equalized revenues from the two 
services, the shippers in’ the select maritime territory 
have their previous advantage restored to them. 

They therefore recommend an immediate. 
reduction of 20 per cent om all rates charged on traffic 
which both originates and’ terminates in the Atlantic 
division of the C. N. R.;, as well as on the Atlantic 
division .portion of all traffic originating in that 
division (exclusive of import traffic by sea) and 
destined to points outside the division. It was 
determined that the limits should be drawn at the divis- 
ional points of Diamond Junction and Levis. It was sug- 
gested that the cost of this reduction which was 
concerned mainly with lines of the C. N. R. and any 
necessary adjustment to provide equitable consideration 
to the C. P. R. should be’ borne by the Dominion govern- 
ment. 

The Duncan Royal Commission then said: 

"We venture to express some suggestions on a 

more general aspect of these maritime claims when 

we discuss the functions of the railway com- 
mission. Here it is enough to ere the 


principle upon which we are proceeding, namely 


need toni {sinolostetal ond. 0 begrsd® 8 
nse x0q se on peaseront odd bes srewol tide i 
.folget muetase edt at tod 04 a od bonarios as 


edt oxiisupe od su0tts jaxt? ort vilest 2aW tens = | 


.sbsas2 aredase nt seont idiw gemtd team ont ‘nt coder 


tt bas (doldastiaups to rots gaat? onit asw edt 
oid oftdw Jedd oe .noleatmmnod nh cntt ant yd hohmous asw 
ows odd MOL asisoVet best Leupe bentsset avewl ies 
cincinnati dosiee ont ‘nt eweqqinia ond eeoltvres 
| mond ot bevedess syetnevbds auotveta ahwuh sence 
etelbeonmt ms brommoods oroteradid yeat | 
ottiett no beprssdo sete Le 40 Jas teq OS Io motdoubet 
otinelté ort mt aedeatarred ‘has eovaintaiye dved dotdw 
otineigA ed? mo oa Llow es ..f M.D edd to sotetvib 


jedd of antdentytdo ofttest Lis To «ao Loteq: notelv ih i) 


Pi 
| 
| 
| bas (see qd olttert troqmet to eviewloxs) motatvib- 
i | Baw 3I nolatvid ei? abtadwo ed itog od benttaeh ie a 
| ~eiv.bb edt de mwetbh od Oiwore ettatf edd ted¢ Dsntarroteb 
a ave aew dt welveal bas soltonwt baolksld to atatoq [snot 


asw sioldw noliorber atdt to teoo edd tady botaog 


wis bas .fl .W.9 ent to aentl ditw ylatem bemreonos § [pe 
notisusblanco eldetinpe sbivoig od taemteutbs yiseasosn 4, 


-irrevog motnimod srit yd srrsod°ed Bblaode .A wd .D edt of 


f -dnem 
‘bisa nord notesimmod Isyoh Asonvd esit 
smo saoltaegava emma eacigxs ot etuwdmey eh" : 
amitsio emitiism easeds to joodas [stensy stom Lie 
“mos yeawiist seit to enoltonylt ent seyvoatb ow SO ae 


4 ve etsolbat od fgvons ai di ste mobesin 


ANGUS, STONEHOUSE & CO.LTO. MGCormick, dir. 4586 
TORONTO. ONTARIO ( Mauro 


"Chat all arguments in connection with 
maritime rates, insofar as they rest upon nat- 
ional, imperial and strategic conditions, 
attaching to thé Intercolonial Railway, can 
be broadly assessed on the basis of the reduc- 
tion which we recommend." 

We think that this broad measuring once 
and for all, of these considerations has 
such decided advantages that it should not 
be qualified or delayed by minor criticisms. 
It separates completely considerations of 


national public policy from considerations 


of railway policy ipreper., It restores 
the original purposes of the Intercolonial 
Railway as interpreted by the freight 
structure prior to 1912, without withdrawing i 
from the consolidated system of national 
railways, a step which we think would be 
retrograde, and, in the end, very unsatis- 
factory. The cost of reduction is a matter 
that can be measured definitely and conclus- 
ively for each financial period without any 
complication or confusion to the financial 
operations of the consolidated system, 
a feature that, in our view, is almost as 
important as the avoidance of complication 
in the practical operations of the system." 
Shortly thereafter the Maritime Freight Rates 


Act which spelled this out in more detail, defined the 
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"select territory" in which it applied, and provided for 
the extension of the Act to other railways operating 
in the defined area, was passed. 

The Act also makes it abundantly clear in 
sections 7 and 8, that such rates as are established 
are deemed to be statutory rates amd prescribe advan- 
tages in rates which persons and industries in the 
"select territory" hold over those in other areas. 

The Turgeon Royal Commission on Transportation 
which was appointed in 1948 and reported in 1951, after 
considering several suggestions that the 20 per cent 
reduction should be increased to 30 per cent or 
that the reduction apply to a greater share of the through 
rate, dismissed all these suggestions by 
Saying: 

"Nothing put before the Commission warrants a 

recommendation of such extensions of the Act. 

The proposals overlook the basic intent and 

purpose of the Act. 

As has already been pointed out, the 

reasons for the enactment of the statute are 

expressed in’ its preamble. The object of the 

calculation which led to the adoption of the 

20 per cent reduction in rates was to restore 

the advantages of the rates, lower than 

those in force in the other parts of Canada, 

which the maritimes had enjoyed prior to 1912. 

It is to be observed that in the report of the 

Duncan Commission the following statement 


was made: 'We think that this broad measuring 
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once and for all, of these considerations 


has such advantages that it should not be 

qualified or delayed by minor criticisms. '! 

A change in the 20 per cent reduction would 

be an unwise desasdaes from the theory 

employed by the Duncan Commission in arriving 

at the remedy which it proposed. 

The extension of the reduction beyond the limits 

of the eastern lines would likewise be a dis- 

regard of the whole basis on which the Act 

was recommended: and passed." 

In its recommendations on equalization, the 
Turgeon Commission (at page 126 of its report) in every 
case in which it refers to equalized or uniform rates, 
uses the phrase "throughout Canada". Making it 
obvious that the Commission clearly intended that 
equalization should apply to the maritimes. 

When equalization of rates was introduced 
in 1955, rates between Manitoba and central Canada 
were increased. In spite of the recommendation of the 
Turgeon Commission, a special exception was written 
into the equalization amendment, exempting maritime rate 
from its application. Then, in 1957, in his budget 
speech, the Honourable Walter Harris, the Minister of 
Finance, announced an increase of the subsidy payable 
under the Maritime Freight Rates Act from 20 per cent 
to 30 per cent on shipments outbound from, the maritimes. 
This was the second action which was directly contrary 
to the recommendation of the Turgeon Commission. 


The Winnipeg Chamber of Commerce protested 
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to the minister on two grounds. First, it held that 
amending an Act by the device of including an amount 
therefor in the budget was wrong in principle and that 
any change in the subsidy should have been introduced 
as an amendment to the Maritimes Freight Rates Act so 
that it could be properly scrutinized by the railway 
committee of the House of Commons and in the House 
itself. | | 

secondly, : the ee held that this sudden 
change was opposed to the recommendation of the Turgeon 
Commission and pointed out the adverse effect that such 
reductions in rates from the maritimes to central Canada 
had on Winnipeg industries competing in that market. 

As just one example of the difference in 
treatment, consider the class 100 rates to Toronto from 


two points roughly equidistant from that market. 


Present 

Rate _ 
Winnipeg to Toronto 1,208 miles $ 5.89 
Sydney, N.S., to Toronto 1,258 miles $2.80 


Naturally, the further spread in these 
rates is of concern to several shippers in Manitoba. 
Perhaps this is part of the price which Manitoba must 
pay for Confederation but if that be so, we should want 
to be assured of it by some impartial body such as your 
Commission after having had a close look at these 
maritime freight rates and having considered whether 
the advantage conferred is greater than that intended 
by the Duncan Commission and the Turgeon Commission, 


both of which had studied the question exhaustively. 
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Obligations and Limitations: The second term 
of reference for the Commission was: "The obligations 
and limitations imposed upon railways by law for reasons 
of public policy, and what can and should be done to 
ensure a more equitable distribution of any burden which 
may be found to result therefrom." 

Crow's Nest Pass Rates of Grain and Flour: 

Paragraph 5 of this Chamber's transportation 
policy reads, in part, as follows: "The Chamber believe 
that all freight rates should be compensatory. " 

It is the belief cf this Chamber that in 
arriving at any conclusion in respect of rates, all 
compensatory factors must ‘be considered. We feel that 
in order for your Commission to arrive at a 
sound conclusion in respect of the Crow's Nest Pass rate 
on grain and flour, the grants received by the C. P. R. 
as compensation for the fixing of these rates must 
necessarily be considered in conjunction with the 
railway's income from such traffic and its expense in 
relation thereto. | ) 

We submit, therefore, that in order to 
determine whether or not the present rates compensate 
the railways, regard must be had to the compensation 
which the ¢. P. R. receives from the assets derived 
whem thé grant which was made in the Crow's Nest Pass 
agreement. Considered as income in respect of the movin 
of export grain and flour must be the income derived 
by that railway from its oil and mining subsidiary 
operations and other operations and aséets which are 


derived from the grant made in the original agreement. 
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We do not have figures on which to comment in this 
regard and in the balance of this submission are dealing 
only with figures which have been produced from the 
railways in regard to their railway revenue and expense. 
That was long before the Crow's Nest agreement. 

We have tried in the brief time available to 
assimilate the masses of evidence which have been pro- 
duced for this particular aspect of the Commission's 
work. Without trying to attack the details which 
have been given we have analyzed some of the figures 
and they provide us with interesting and somewhat dis- 
turbing comparisons. 

Western Grain Car Loadings Related to Net 
Earnings: Before pointing out these comparisons, however, 
we should like to present one of our own. It is a revie 
of the annual reports of the Canadian National Railways 
and the Canadian Pacific Railway compared with a table 
Showing grain cars loaded in western Canada which has 
been obtained from the Dominion Bureau of Statistics 
memoranda re car loadings: 


COMPARISON OF WESTERN GRAIN CAR LOADINGS 
TO THE RAILWAY "NET" 


(for period 1947 to 1958 inclusive) 


C.N.R. C.P.Re Western Grain 

"Net Oper- "Net Fotal Car Loadings 
Year ating Rev- Earnings" Net (Cars) 

enue | 
1947 41,073,000 22,892,189 3,905,189 289,143 b 
1948 26,530,000 18,419,166 44,949,166 257,889 b 
1949 22,222,000 20,613,969 42,835,969 298,898 b 
1950 59,834,000 38,020,357 97,854,357 240,060 b 
1951 44,684,000 26,812,832 71,496,832 347,0ll a 
1952 40,366,000 28,930,780 69,296,780 431,893 a 
1953 37,573,000 28 ,884 ,572 66 ,457 ,572 417 5996 a 
1954 14,172,000 27,032,926 41,204,926 292,075 b 
1955 54,076,000 37,326,718 091.402.715.258 ,586+b 
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Year “Net Oper- "Net Total Car Loadings 
ating Rev- Earnings" Net (Cars) 
enue ($) | 

1956 71,497,000 41,335,827 112,832,827 356,344 a 

1957 18,610,000 38,2 2382 com ead te 295 ,622 b 

195 4,926,000 36,491,847 41,417,847 207,090 b 


In the above we have indicated by the letter 
"a" those years in which more than 300,000 cars of 
grain were loaded in western Canada, and by the letter 
"b" those years in which less than 300,000 cars of grain 
were loaded in western Canada. We now recap them as 


Shown on the next page: 


More than 300,000 cars of grain (a) 


C.N.R. "Net a as: Total 
Operatin "Net Earnings" "Net" 
Year Revenue ($) ($) ($) 
1951 44,684,000 ‘26,812,832 71,496 ,832 
1952 =40,366,000 28,930,780 68 ,296 ,780 
1953 37,573,000 ‘28,884,572 66 ,457 ,572 
1956 71,497,000 41,335,827 112,832,827 
Total 194,120,000 125,964,011 320,084,011 
Less than 300,000 cars of grain (b ) 
C.N.R. "Net Co. Poor, Total 
Operatin "Net Earnings" "Net" 
Year Revenue (3) 
el 41,073,000 22,892,189 63,965,189 
194 26 ,530 ,000 18,419,166 HA ,Q49 ,166 
1949 92909 ,000 20,613,969 42,835,969 
1950 59,834,000 38 ,020 , 357 97 ,854 ,357 
1954 14,172,000 27 ,032,926 47,204,926 
1955 54,076 ,000 37 »326,718 91,402,718 
1957 18 ,610,000 38 ,246 , 382 56 ,856 , 382 
1958 4,926 ,000 36 ,491 ,847 41,417 847 
Total 241,443,000 239,043 ,554 480 ,486 ,554 


Yearly Average 
Total "Net" for (a): $320, 084,011 $80,021 ,000 
480 ,486 ,554 


In other words, on the average, when western 


Total "Net" for (b) 60,060,810 
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grain car loadings were over 300,000 cars a year the 
average "net" was 33.23 per cent better than when such 
loadings were under 300,000 cars. 

Comparison of Crow's Nest Rates with Livestoc 
Rates: The Canadian Pacific Railway am the Canadian 
National Railways in their submissions show out-of- 
pocket expenses for hauling grain of .74 cents per 
ton mile. The 1958 waybill analysis prepared by the 
Board of Transport Commissioners shows the average load 
of grain moving under statutory rates as 54.92 tons 
per car. Multiplying these two figures would indicate 
an average out-of-pocket cost of 40.64 cents per car 
mile. With an average haul of 852 miles, again derived 
from the waybill analysis, further calculation indicates 
that the railways estimate their out-of-pocket costs on 
the average car of grain moving on statutory rates of 
$346.25. Extending the railways! fully distributed 
cost of one cent per car mile on the same basis 
deddecbes a full distributed cost of $467.92. 

Against this we set the figure in the same 
waybill analysis covering the average movement of all 
animal and animal products. Here the average haul is 
862 miles which is near enough to the 852 miles 
for grain for comparative purposes. The waybill analy- 
sis shows that the average revenue per car for this 
movement is $332.91 per car -- about $14.00 per car 
less than the out-of-pocket cost of moving grain. 

The revenue per car on this movement is less than the ouf- 
of-pocket costs on the movement which is being pro- 


tested. 
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1 
a Comparison of Car-Mile Revenue and Payments: 
3 There is another over-all figure which disturbs us. The 
4 annual report of the Canadian Pacific Railway shows 
5 average revenue per car mile of 46.0 cents. From the 
6 Canadian National Railways annual report, by dividing 
7 "freight revenue" by "loaded freight car miles", an 

average revenue per car mile of 47.0 cents is obtained. 
: However, the 1958 waybill analysis provided by the 
Board of Transport Commissioners shows an average paymen 
- by shippers of 55 cents per car mile. The only explan- 
11 ation we can suggest for the disparity is that there 
12 must be some substantial volume of traffic, not 
13 included in the waybill analysis, which moves at rates 


14 substantially below the average. 


Rates Lower than Crow's Nest Pass Rates: The 


15 ie 

i 1958 waybill analysis contains several movements at 
rates negotiated by the railways which indicate that 

ee the revenue per car is significantly below that pro- 

i vided by the statutory grain rates. 

19 


Attached as Appendix No. 3 - which is on 
20 page 52 of this submission. 
1 THE CHALRMAN: Do you want that marked? 


22 THE WITNESS: Yes, I would like that marked. 
93 MR. COOPER: That will be Exhibit No. 98. 
24 ---EXHIBIT NO. 98: Appendix No. 3 to the 

. Submission of the 
25 Winnipeg Chamber of 

Commerce. 

26 
7 THE WITNESS: There are two changes in that 
' table which I would like to make. On the first line, 
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under "Wood and Fuel" and under "Average Revenue per 
Car at Crow Rates for Same Haul", there should have 
been entered the figure 148.28, and aiso in the last 
column of that line, the average revenue per car mile, 
at Crow rate should be .53 instead of .46. That is 
based on the figure which we gave earlier on the 
average weight per car of 54.92 tons. 

Attached as Appendix No. 3 is a partial list 
of the commodities found in the 1958 waybill analysis 
giving average length of haul, actual revenue per car 
and average revenue per car as well as the 

. average revenue per car at Crow 
rates. We would suggest to the Commission that the 
costs of these and any other such movement should 
receive careful analysis. 

Objection to Railways' Proposals: Finally, 
and most important, we are disturbed by the suggestion 
of the railways that, if their case is substantiated, 
the answer would be to increase the present Crow's 
Nest Pass grain rates by a fixed percentage. We draw 
to the attention of the Commission the following table: 
Winnipeg Regina Calgary 
Rates previous to 1922 17 cents 29 cents 36 cents 
1922 reduction 17.6% 31% 27.8% 
Present Crow rate 14 cents 20 cents 26 cents 

It will be noted that, in 1922, points west 
of Winnipeg received much more substantial reductions 
in their rates than did Winnipeg. 

The statutory rate on grain from Winnipeg is 
$2.80 per ton. Extending the C. P. R. cost figure by 


taking the cost of .74 cents per ton mile multiplied by 
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420 miles, the distance from Winnipeg to Fort William, 

3 gives an out-of-pocket cost of $3.11 per ton or a loss 

4| to the railways of 31 cents per ton on grain moving out 
§ of Winnipeg. Using the same method of calculation the 

6 loss per ton on grain moving eastward from Regina, 


775 miles, and Calgary, 1222 miles, as compared to 


Winnipeg are as follows: 

, Winnipeg negene Calgary 

10 Loss per ton at! 1.74 3.99 

1 The cost estimates provided by the railways , 
if correct, indicate that there is less loss on grain 

handled out of Winnipeg. To propose a solution which 

5 would practically double the present rates would be 

is an unnecessary toll against Manitoba farmers. 

15 The railway study has been based on costs 


16 related to various shipping points. If any change is 
17 to be made in the rates, surely the new rates should 
18 be established on the basis of these demonstrated costs. 


We therefore recommend to the Commission: 


1 

f I. "That, in determining the compensatory 

i nature of the Crow's Nest Pass grain Gates, 

a the grants received by the C. P. R. as com- 

a2 pensation for the fixing of these rates must 

23 necessarily be considered in conjunction with 

24 the railway's income from such traffic and its 

25 expenue in relation thereto: and 

6 II. That, if any changes are to ve made in the 

97 Crow's Nest Pass rates, the new rates should 
be based on the criteria laid down by 

7 parliament in peyton 336 of the Railway Act 

29 
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1 

2 "and in accordance with the general applic- 

3 ation of these criteria by the Board of 

4 Transport Commissioners for Canada. (See 

5 Appendix No. 4). 

6 Passenger Service: A review of the figures on 
Passenger traffic since 1928 (source DBS railway trans- 

: port reports) shows a substantial decline in passenger- 

; miles and an even greater decrease in the number of 

“ passengers carried. As against an increase over the 

10 period for freight services in both tons handled and 

11 revenue ton-miles, passenger services show the follow- 

12 ing: 

13 Originating traffic Passengers Passenger 
(duplications eliminated) carried files 

14 (thousands ) (thousands ) 

1928 40,593 3,140,861 
15 1938 20,911 U7 bs L7e 
1948 38 , 280 BATT 5273 

16 1958 Zl. 370 2,485 ,861 

17 The lowest number of passengers carried was 

18 in 1933, for which the figure is 19,172 thousand. 

iy From 1932 to 1936 and in 1938 and 1939, the number of 
passengers fell below the figure for 1958. The peak 

shi was in 1944 when the total reached 60,336 thousand. 

Passenger-miles exceeded 1958 in both 1928 

22 


and 1929. came close in 1930, then dropped sharply, 
23 reaching a low of 1,393,041 thousand in 1933, then 
24 climbed upward, exceeding the 1958 figure in 1940 and 
25 going on to a 1944 peak of 6,873,188 thousand. From 


that point the downward trend began, declining sharply 


26 
, to 1947 and more gradually, with some fluctuations, to 
y 
its present level. 
28 


29 
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The present two -way squeeze on passenger 
traffic between the aeroplane on one hand the the private 
car on the other is likely to continue. Cost plays a 
secondary role to service in the passenger field and 
to the extent that comfort, safety and speed are on their 
side, the railways are likely to retain a share of 
inter-city passenger traffic. However. the introduction 
of new jet planes with startling reductions in long- 
distance travelling time is imminent and will likely 
cause further erosion of long haul traffic. 

Traditionally, passenger services have been, 
on the whole, losers of money, kept operating by "interna 
subsidies" from more remunerative services. Particularly 
is this the case with respect to commuter services where 
costs are higher because of the low utilization of 
equipment and the difficulties in adjusting fares. 
Findings in this regard by the Board of Transport Com- 
missioners are familiar to most people interested in 
transportation. We note with interest, efforts in 
the Chicago area by extensive capital outlays to provide 


more modern equipment and streamlined services with the 


expectation that commuter services will be self-sustaining. 


We believe that the cost of maintaining un- 
remunerative passenger services needs careful examin- 
ation and that the present competitive position of the 
railways makes it no longer possible to charge losses on 
passenger services against revenue from freight services. 

Branch Lines: While most railwaymen know, 
almost by instict, which is a branch line and which 


is.atrunk . or main. Jine:,.it..is difficult. for them to 
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define the difference closely, even to their own 
satisfaction. For a layman to try would be foolhardy. 
The terms "main line" and "branch line" are usually 
used as relative terms and it is in that sense that we 
use them. 

With the changing patterns of rural life; the 
high degree of mechanization and the decline in farm 
population; the dwindling importance of the village and 
small town; the spread of a network of good roads 
providing abundant opportunity for bus and truck service 
to compete with the railways, and for privately operated 
cars and trucks to minimize the dependence of the rural 
population on common carriers for all but the bulkiest 
commodities, much of the traffic carried on railway 
branch lines has long since been lost. 

Railway applications for the abandonment of 
branch lines have revealed a high ratio of cost to 
return in these particular cases. Rarely have the 
railways sought abandonment before operating costs 
were roughly something of the order of three times 
operating revenue. Naturally, there usually is oppos- 
ition in the areas served and the Board of Transport 
Commissioners, in applying the law, has made it difficul 
to abandon services, once they are instituted. 

We believe it is not an unwarranted assumption 
that, if purely economic factors were the determinants 

- we are not suggesting they should be -- there would 
be a much more widespread abandonment of branch lines 
and services. One transportation authority recently 


referred to them as "bleeder" rather than "feeder" 
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lines. 


We suggest that the internal subsidization 
necessary to support this network of "bleeder" lines out 
of main line operations is substantial. In our trans- 
portation policy we have proposed: 

"That the railways study the abandonment of 

unremunerative railway branch lines and 

services, and the substitution of integrated 
or other truck services." 

THE CHAIRMAN: We will give you a short rest 


now. 


---Recess. 
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---Upon resuming. 

THE CHAIRMAN: Order, please. Very well, 
Mr. McCormick. 

MR. McCORMICK: ‘This Chamber believes that 
railway efficiency and economy of operation are most evi- 
dent in the. leneohenl main line movement of traffic 
and suggests that the modernization programs of the 
railways have been most effective in improving their 
competitive positions in this field. 

It follows from our statement of policy that 
we would have no objection to the railways operating 
complementary truck services in place of branch lines 

With particular application to western 
Canada, any program of abandoning branch lines must give 
careful consideration to the network, or networks of 
grain elevators used as collection and shipping points 
for prairie grain. | 

In the early years of this century, one yard- 
stick used in permitting the construction of branch 
lines was the theory that a farmer should be able to 
leave his farm in the morning with a team of horses 
drawing a load of grain. deliver his load to the 
elevator and return to his farm in the afternoon. 

Modern trucks and highways ‘have.long since mad 
that yardstick obsolete. The present branch line system 
itself is obsolescent. Many of the country elevators 
have reached, or are close to, the wpe lant limit of 
their useful life. A gradual program of replacement is 
im evidence and this Chamber believes that any program 


of branch line abandonment must be carefully integrated 
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with the program or programs of grain elevator replace- 
ment. It is for this reason that the Chamber's trans- 
portation policy suggests: 

"That a joint study, by the railways and the 

grain trade, be made of the branch line system 

in western Canada giving due consideration to 
the existence of the line elevator system." 

Controls: It is a matter of observation that 
over the years since the passage of the Railway Act in 
1906, there has grown up a code of rules and procedures 
governing railroads with ramifications which severely 
limit even the freedom of action normally accorded 
industrial management. 

Virtually everything pertaining to the physical 
characteristics of any new rail line is subject to the 

approval of the regulatory authorities. Stations, 
locomotives and rolling stock, maintenance of locomotives 
and equipment are all subject to detailed regulations, 
such as the specific fine of $8.00 for which an engineer 
is personally liable if he fails to give the prescribed 
Signals on horn and bell when approaching a highway 
crossing. A locomotive bell must weigh at least 30 
pounds and the horn on a diesel must maintain a sound 
level of "not less than 105 decibels on the periphery 

of a circle 100 feet in radius." 

There is a code of rules covering detailed 
operating procedures for train movements which must have 
the specific approwal of the ei erg of Transport Com- 
missioners, standard accounting procedures and, of course 


safety and other regulations for the protection of the 
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travelling public in addition to all the regulations 
3 governing the rates on which traffic moves. 

4 Withdrawal from an enterprise that does not 
5 succeed and that loses money is the normal course of 
6 action and usually is taken for granted as falling 


within the rights of management. As far as railways 


7 
are concerned, even when the railways can show that losse 
: on a particular service are inevitable, and that other 
: means of transportation are available, they still may 
a not be granted permission to abandon it. 
11 


This pattern, where controls are the general 
12/| rule and freedom is the limited exception, provides a 

13 strong contrast to our belief, registered in our earlier 
14 comments on transportation policy, that “control by 


regulation should be kept to a minimum and should be 


15 
16 exercised only when there is a clear need to protect 
some accurately defined public interest." 

"4 We therefore suggest to the Commission: 

ie "That a careful review be made of the multi- 

19 plicity of regulations now governing railways 

20 in practically all their activities with a 

21 view to streamlining them and insofar as 

22 possible, permitting railways the normal 

93 freedom accorded to industrial hana Pameneo” 

m More Economical and Efficient Transportation: 
The third specific term of reference for the 

si Commission is: "the possibilities of achieving more 

- economical and efficient railway transportation." 

27 


We believe that the multiplicity of regulations 


28|| and controls by their very nature must hamper efficient 


29 


“to sant awmon’ oxth at Sntairranencriteiithes yeooua | 
setts ae veninaiad xo0% ‘nomad: ef Laue bas min a 


goecol dasa sina 89) et an silt nonw neve betresnoo 918 
q seddo dere Bie .stdstivest ots eotvese’ “te ivoltasq =e 
| vant iilte ysad-. eldelteva sts" ioneeenOqehaNe A)aaate, A m 
3f sobasds od soleetmreq bednsg’ eden | 
[at9a98 orld e718 eloriaoo stew .miedtsq alaT  ~  oonyoy 
a nob lwo . Motdq@eoxe! betimt f eid ak mobeer? bas else 
| rot ines "LO ti bevedalget (Yelled wo Ot testtnoo gnogte 


vd fortnoo” Sarid eYolfog meldstaoqensexd tio atmemmoo 
ed Blyote bas mumintm 6 Oo tgex ed bi{worla no lvslugor 


| 

| 

. 

| 2970%R oe bean tgefs at etedd nedw yim beelotexe 
* Seorvetat offdyq bent Tob yYletstvoos. emoa | 

: Holme tmttiod oid od Jeeggve s1oteTtedsd sw 

-itiom ort to ebsm ed wetves [verso Bs tant” 

| 


eyswitsy. gatnievog won enolisluget Yo ysLotiq 


8 itiw eettivitses ttedd {18 yLlsottestq at ©! 
as wstoent bas mold Saintimeerte o¢ wotv 
Ismion end ayvewliey gated tmrveq eld teaag 
" tHemegsasm fetutevbat od bebtooon mobeort 
imoidsdxogane rT tneloltia bras Leotmonood 10M - 
sit rot soneteten 20 mie? ofttosqa batdt eT 
10m gnivetdos to eetsthlidteesoq ei?" tet 10 Lee. tamod 
" smoitetyogsnetd yewlis: tretottts bas Laotmondée— 
SapdenLoged Me “etererstun-sme anes SeObEed ae nel | 
 teelottte reqmei teum owisn yrev sheds yd" eLomtnoo’ bi 


a . n* | aT A. 
a 
i. #5 


“ ANGUS, STONEHOUSE & CO. LTD. McCormick,. dir. h6ou4. 
TORONTO. ONTARIO ( Mauro ) 0 


operation. It goes without saying that the kind of 
review we suggest in the previous section, if carried 
out successfully should do much to bring more 

efficiency and more economy to railway management. Time 
and technology have combined to supply, in large part, 
the competition for which intervention and detailed reg- 
ulation were a substitute 50 years ago when the railways 
had a virGtaLononépoay in land transportation. MThe 
Railway Act and the regulations flowing therefrom are 
still based on the philosophy of that period and certain 
ly there is room for considerable up-dating and stream- 
lining. 

Economies from Modernization: Substantial 
economies have been made possible by the railways in 
their programs of dieselization and modernization. 

These have represented the investment of huge amounts 

of capital for machinery and equipment which can achieve 
substantially more productivity with a greatly reduced 
labour conten$ per-unit of production.  Capital.can be 
attracted only to industries which offer a guarantee of 
repayment -and an annual return, or else the hope of 
substantial future reward. The rate of this return is 
related to the general demand for money and the soundnes 
of the particular venture seeking capital. The amount o 
capital invested per employee is much more substantial 
now than a few years ago and shows every sign of increas 
ing over the years. To realize the full economies from 
these vast capital outlays to modernize the railway 
System, there must be a corresponding increase in 


productivity. 
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The general public -- and to a greater extent, 
businessmen meeting this problem in their day-to-day 
operations, are far from convinced that the railways 
have been able to reap all of the economies in increased 
productivity which should flow from the more efficient 
operation made possible by these substantial new 
investments. 

It is inimical to the public interest that the 
threat of a strike, or an actual cessation of work can 
force a railway to agree to working arrangements which 
its management and a royal commission have clearly said 
were unnecessary and which assume the nature of 'feather- 
bedding". 

We have no information that other "feather- 
bedding" exists to any extent on Canadian railways, but 
we do hear rumours of its existence, particularly in 
road service rather than among non-operating employees, 
and priehe certainly seems to be a general public accept- 
ance of the belief that it exists. 

In the U. S. A. there is a carefully documented 
case to show that "featherbedding" is rampant and per- 
meates the whole railway structure. 

The Association of American Railroads, in its 
booklet "Facts about Featherbedding" points to three 
principal classes of outmoded work rules or laws imposed 
on railroads and estimates that they. cost American rail- 
roads an unnecessary $500 million each year. They are: 

1. Those that require railroads to employ 
more people than they need or can profitably use; 


II. Rules that compel retention and 
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perpetuation of work and pay standards made obsolete 
by advancing technology; and 

III. Those that preempt for the unions the 
traditional and proper management functions of determinin 
the kind and amount of work to be done and who is to do 
it, and operational policy necessary to obtain the most 
efficient usé of plant, equipment and manpower. 

As nearly as we can observe, there are signs 
of similar outmoded work rules in existence in Canada. 
and there is clear need for inquiry by some impartial 
body such as this Commission to determine whether, and 
to what extent, such "featherbedding"” exists in Canada. 

THE CHAIRMAN: You understand, of course, 
that so far as we are concerned (this Commission), we 
are leaving collective bargaining out of our consider- 
ations. 

THE WITNESS: We understand that the Commission 
is, sir. This is why we said that it should be done 
by this or some other Commission. We feel that it 
still needs doing in the public interest. 

In view of the inability of one railway, 
even with the support of the findings of a royal com- 
mission to implement the full economies which should have 
flowed from one particular aspect of its modernization 
program because of the selfish and irresponsible action 
of one union, it seems to us that only the strongest 
encouragement from the government of Canada can possibly 
enable the tiphawayis to realize to the full the benefits 


of modernization and, in turn, pass them along to the 
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users and payers of railway transportation. 

We therefore recommend to the Commission: 

"That the federal govemment should be pre- 

pared to remove any obstacles which may stand 

in the way of the introduction of technological 
improvements; and investigate ways and means 
by which the railways can be enabled and 
encouraged to institute the full economies 
which can be derived from such technological 
advances." 

"In Transit" or Stop-Off Privileges: The 
railways have, for many years,provided in limited fashion 
what is called "in transit privileges" which permit a 
stop-over for storage or processing, usually of bulk 
commodities This retains to the railways the outbound 
movement of processed goods for which they have hauled 
the inbound raw materials. 

Since the principal erosion of traffic by 
trucks is in the field of outbound processed or 
manufactured goods, it would appear that there is oppor- 
tunity for review by the railways of the possibilities 
of wide extension of "in transit privileges" to other 
industries for which they carry considerable inbound raw 
haterial, ad's pemhaps, even to the extent of consider- 
ing warehousing "in transit" of processed or manufacture 
goods. 

We therefore suggest to the Commission: 

"That the extension of 'in transit privileges’ 

on a much wider basis should be given care- 


ful consideration by the railways." 
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Through Rates Versus the-Sum of its 
Components: In many cases today, it is possible to 
undercut a through rate by rebilling at ie intermediate 
point andpaying the sum of two local rates or, in some 
cases by billing to a more distant point and then 
rebilling for a back haul. 

The Chamber believes that this practice adds 
unnecessarily to the operating costs of both the railway 
and the shipper. 

It. therefore suggests to the Commission: 

"That, where the aggregate of intermediate 

rates is less than the through rate, the shippe 

should be entitled to the lower rate without 
the additional work and expense to both 

shipper and carrier caused by rebilling either 

at an intermediate point or for a back haul." 

This, Mr. Chairman, we suggest is standard 
practice practically throughout the tariffs in the 
United States. | 

Incentive rates for Heavy, Loading: In an 
effort to achieve more economical and efficient oper- 
ation, American railroads have recently introduced incen- 
tive rates for heavier loading of freight cars by 
shippers. Shippers whose commodities are of great 
density are allowed lower incentive rates if they load 
cars closer to their maximum capacity. | 

Instances have been drawn to the attention 
of this Chamber in which less than half the number of 
railway cars could have been used in a movement of freigh 


if the shipper had been encouraged to load cars to their 
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maximum capacity. One such instance involved the move- 
ment of some 40 cars a distance of 1200 miles. At 
maximum loading some 13 cars could have handled this 
particular movement with, we suggest, considerably 
reduced cost to the railway. A percentage reduction 
in rate, related to the percentage increase in weight 
over the car minimum would, we suggest, be effective not 
only in reducing operating costs but its broad appli- 
cation should have effect on the overall number of railw y 
cars required and the greater utilization of equipment. 

We therefore suggest to the Commission: 

"Phat the present practice of incentive load- 

ing should be extended by developing a system 

of incentive’ rates for heavier loading of rail 

way cars by shippers." | 

F. Assets and Earnings on Investments: 
The fourth specific term of reference of the Commission 
is: "Whether, and to what extent, the Railway Act 
should specify what assets and earnings of railway 
companies in businesses and investments other than 
railways should be taken into account in establishing 
freight rates." 
Canadian-business practite is such that each 
function of a company or group of companies is expected 
to stand on its own feet. The Chamber believes that 
railway operations. gener A filereaaie be self- dieing 
Generally "speaking we pelte vey meeog Lt Gilad the 
assed. vied of profits or losses as between various 
functions of any company or the decision to enter new 


fields or abandon old ones, is an internal one in which 
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management should be left the widest possible freedom 
of action. In the field of transportation, entrance 
into new fields should be, and is, a matter to be con- 
sidered by the guardians of the public welfare in that 
regard; similarly departure from the field once entered; 
similarly compensation, for such regulated endeavour 
should be based on the service, not wealth or earnings 
from other sources. Only in this way will the public, 
all of us, know what these services cost, and pay the 
cost. 

We have already suggested in the section of 
this brief dealing with controls (paragraphs 109-114), 
that insofar as railways are concerned the inherent 
prerogative of management to manage is already seriously 
impaired. 

We therefore recommend to the Commission: 

"That the Railway Act should specify that 

assets and earnings of railway companies in 

businesses and investments other than railways 
should not be taken into account in establish- 
ing freight rates." 

G. Other Matters: The final and "omnibus" ter 
of reference of the Commission is: "such other related 
matters as the Commissioners consider pertinent or 
relevant to the specific or general scope of the inquiry.’ 

(a) Effects of Equalization: We believe that 
basically, railways are built to move commodities and, 
generally commodity rates move by far the largest share 
of railway traffic. To this end, tariffs have been 


developed to cover most commodities and, for those goods 
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not falling readily into such groups, class rates are 
determined by means of a classification related to bulk, 
value and susceptibility to damage. 

The program of "equalization" began with class 
rates and then moved on to the commodity rates, where 
it was found that certain principles enunciated in the 
class rates deliberations were either impossible or 
extremely difficult to apply. 

Hindsight suggests that it might have been 
wiser, first to have tackled the equalization of commodit 
rates and then to have moved on to the class rates. 
Certainly no doetrinaire adherence to any yardstick can 
long impede the efforts of rates to find their effective 
levels. 

Following the inauguration of the "equalized" 
class rates, a large amount of traffic which should move 
on class and commodity rates has been diverted to 
special rates (competitive rates or agreed charges) 
constituting a serious loss in revenue to the railroads. 

It would be interesting to know if all these 
diversions to special rates were caused by competition 
or whether, and to what extent, they flow from the appli- 
cation of "equalized" class rates. 

The C. N. R. submission to the Turgeon Com- 
mission in 1951 indicated that about 25 per cent of 
mileage failed to contribute anything to overhead, while 
an additional 30 per cent was marginal. This left 45 
per cent of their operations to provide virtually all 
the overhead costs. 


With the application of "equalization" to all 
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of Canada except the maritime select territory, such 
losses as may be incurred in one region because of higher 
operating costs must be recouped from profits in other 
regions. In the process some rates may be maintained 

at an artificially high level, making them progressively 
more vulnerable to competitive carriers not bound by the 
principle of national "equalization". 

This is why we suggest to the Commission: 

That it study whether, and to what extent 

"equalization" has contributed to the solution 

of Canada's transportation problems. 

(0) Subsidies: Chambers of Commerce, tradition- 
ally, don't like subsidies. Whatever their justification, 
they can become shields for inefficient businesses, they 
dull the spur of competition and there is constant 
pressure to increase them arm to cling to old patterns 
and old methods rather than seeking more efficient and 
economic methods. 

However, we realize that subsidies of one kind 
or another have been an inherent part of Canadian trans- 
portation since the earliest days of our history as 
a nation. These have been Justified in the interests 
of national development in a country which made trans- 
portation one of the key issues surrounding Confederation, 
a which, because of its vast areas and relatively smal 
population, regards transportation as the key to its 
development. 

In the recent study "Transportation in Canada" 
for the Gordon Royal Commission, Mr. Jean Lessard has 


worked out, as nearly as possible, the direct and 
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indirect costs of our five principal’ modes of transport- 
ation. He defines them as follows: 

"Direct cost, generally speaking, is the amount 

of money spent by users for the purchase of 

transportation from either a common or contract 
carrier, or from the operation of privately 
owned vehicles. 

"Indirect cost of transportation, on the 

other hand, is the sum of money made available 

by all levels of government to the transport- 

ation industry through direct subsidy, the 
provision and operation of facilities and the 
payment of deficits." 

Mr. Lessard's summary, which takes no note of 
the actual amount of dollars expended in each case, but 
only percentages of the total, is as follows for 
1953: 

Direct costs Indirect Costs 


Paid by Users. Paid by 
Governments. 


Pipeline 100% ~ 


Highway 96 . 8% 3.2% 
Rail 94.9% 5.1% 
Water 78.3% 21.7% 
Air 77.8% 22.2% 


It is refreshing to note that, up to 1953 
at least, pipeline transportation had been paid for 
completely by the users. 

The provision of facilities, navigational aids 
and of some direct subsidies have been standard practice 


in connection with water transportation since long befor 
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Confederation and this pattern has been more or less 
that of air transportation. 

In the case of highway transportation, a high 
proportion of total cost is paid directly. Here it is 
interesting to note that, in competing with railways, 
while the trucker may pay his full share of highway 
costs, he does so on a “use” basis. The number of 
vehicles he operates and the miles they travel determine 
the amount he pays for use of the highways and this 
is closely related to his operating expense and the off- 
setting income he earns. 

So far as railway transportation is concerned, 
the indirect costs paid by governments have included 
subsidies paid to users; subsidies paid to the railways 
to compensate for traffic carried at reduced rates; cer- 
train capital expenditures such as the Canso Causeway 
which arise. from time to time but which are not of a 
recurring nature; miscellaneous amounts such as the 
administrative expenses of the Department of Transport 
and the Board of Transport Commissioners and, finally, 
the most variable factor, tht of cash deficits on oper- 
ations. These include not only the C. N. R.; but 
ferries. and terminals such as those serving Newfoundland 
and Prince Edward Island and some payments by provinces 
such as that of British Columbia to the Pacific Great 
Eastern. ra | 

| While motor transport users pay a larger share 
of direct costs, these are paid on a "use" basis and the 
nature of indirect rail costs paid by governments is, 


in large measure, not designed to be of assistance to 
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the railways but is reimbursement for costs or deficits 
incurred in rendering specific services deemed to be 
in the national interest. 

In the same volume, Mr. W. G. Scott has pre- 
pared an appendix (B) on the cost structure of the 
transportation industry. He quotes a recent British study 
suggesting that, while Canadian carriers will likely 
differ to some degree the percentages allocated in 


Britain under the following headings are at least 


indicative: 

Cost Category Air Motor Rail Water 
Track & Navigation - wh 25 ~ 
Terminals 15 6 20 18 
Vehicles 68 85 50 63 
Other aly 8 5 19 


A study of the two tables set out in this 
section suggest that part of the difficult financial 
position of the railways is the fact that, vis-a-vis 
water and air carriers, they must spend from two to three 
times as much on navigation, tracks and terminals. As 
compared to trucks, they spend abut six times as 
much on these items and these expenditures by the rail- 
ways have relatively little relation to actual use. 
Generally speaking, they must be made before any traffic 
moves and are relatively the same regardless of the 
density of traffic that moves over particular sections. 

The maintenance of a strong railway industry 
is essential to Canada's growth and proper development. 
While there has been erosion of traffic that is 


particularly important revenue-wise, the railways are 
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Still the backbone of our national transportation system 
and their maintenance in a healthy financial state is of 


great national importance. 
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If we have reached the point where subsidiz- 
ation is necessary in order to keep our railway trans- 
portation alive and in sound state, we suggest that any 
program of subsidization should be related to facilities 
which fall in the classification of "Navigation, Track 
and Terminals", rather than being charged against 
specific commodities moved by the railways with the 
inevitable implication that it is a "handout" to a 
particular group of citizens or a particular part of 
Canada. 

In any case, any subsidies should be subject 
to periodic questioning and review to be certain that they 
continue to be necessary and to serve the public inter- 
est in the best way possible. 

We therefore suggest to the Commission: 

"That if transportation subsidies are to be 

paid they should be paid only for operations 

which should be maintained in the public 

interest, whether economic or not: And that 
these uneconomic operations that are not in 
the public interest should be discontinued." 

H. Recapitulation of Recommendations: The 
Winnipeg Chamber respectfully suggests to the Commission 

"That early and serious consideration be given 
to the development of a clear and comprehensive national 
transportation policy and means by which the present 
multiplicity of controls can be integrated within the 
framework of such a national policy." 

"That any national transportation policy and 


the regulations therein should be consistent with our 
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free enterprise system and to this extent each mode of 
transportation should be free to compete for any 

traffic that is available; it should be permitted to base 
its prices on its own natural advantages; its rates shoul 
be based on its own costs and requirements and not forced 
to bear any arbitrary relationship to other modes of 
transportation.” 

"That each joint through rate should reflect 
the rate characteristics of each mode of transportation 
employed, in proportion to its share of the total move- 
ment and no mode of transportation should be so regulated 
as to deny to the general public the benefit of its in- 
herent competitive advantages." 

"That in the case of water and rail joint 
through rates, rate construction should be limited to 
routes over the port of trans-shipment." 

"That the principle of Tariff C.F.A. 6 which 
now applies only within eastern Canada be extended to 
cover the whole of Canada and we respectfully suggest 
that this might be done by a comprehensive rule rather 
than by having to work out a complete tariff covering all 
points." 

"That it should investigate the present prac- 
tice of breaking many rates at the border on shipments 
from U. S. points into western Canada and the advisabil- 
ity, in the interest of the consuming public, of minimiz- 
ing, or if possible eliminating this practice by a wide- 
spread use of joint through rates over these routes." 

"That some careful review should be made of 


present switching rules and charges and an effort made 
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to work out some method of handling and paying for 
interswitching in urban areas which will meet the con- 
ditions and needs of present-day industry." 

"That when competitive rates are initiated to 
assist shippers to enter or remain competitive in a 
market area, rates from other competing points should b 
maintained at a level which preserves the geographic 
advantage of other shippers, particularly when it can 
be shown that prior to the imposition of the competitiv 
rate, they had enjoyed a share of the market concerned. | 

"That if the current very marked advantage to 
maritime shippers in the populous markets of central 
Canada is part of the price which Manitoba must pay for 
Confederation, we should want to be so assured, by some 
impartial budy such as your Commission, having had a 
close look at these maritime freight rates, and having 
considered whether the advantage conferred is greater 
than that intended by the Duncan Commission and the 
Turgeon Commission, both of which had studies the 
question exhaustively." 

"That, in determining the compensatory nature 
of the Crow's Nest Pass grain rates, grants received 
by the C. P. R. as compensation for the fixing of 
these rates must necessarily be considered in conjun- 
ction with the railway's income from such traffic and 
its expense in. relation thereto; and" 

"That, if any changes are to be made in the 
Crow's Nest Pass rates, the new rates should be based 
on the criteria laid down by Parliament in Section 336 


of the Railway Act and in accordance with the general 
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"application of these criteria by the Board of Transport 
Commissioners for Canada." 

"We believe that the cost of maintaining un- 
remuneratave passenger services needs careful examination 
and that the present competitive position of the railways 
makes it no longer possible to charge losses on passenger 
services against revenue from freight services." 

"That the railways study the abandonment of 
unremunerative railway branch lines and services, and 
the substitution of integrated or other truck services." 

"That a joint study by the railways and the 
grain trade, be made of the branch line system in western 
Canada giving due consideration to the existence of the 
line elevator system." 

"That a careful review be made of the multip- 
licity,of regulations now governing railways in practically 
all their activities with a view to streamlining them 
and insofar as possible, permitting railways the normal 
freedom accorded to industrial management." 

"That the federal government should be prepared 
to remove any obstacle which may stand in the way of 
introduction of technological improvements; and investi- 
gate ways and means by which the railways can be enabled 
and encouraged to institute the full economies which 
can be derived from such technological advances." 

"That i inant tai of "in transit privileges" 
on a much wider basis should be given careful consider- 
ation by the railways." 

| "That, where the aggregate of intermediate 


rates is less than the through rate, the shipper should 
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"be entitled to the lower rate without the additional 
work and expense to both shipper and carrier caused by 
rebilling either at an intermediate point or for a back 
haul." 

"That the present practice of incentive loading 
should be extended by developing a system of incentive 
rates for heavier loading of railway cars by shippers." 

"That the Railway Act should specify that 
assets and earnings of railway companies in businesses 
and investments other than railways should not be taken 
into account in establishing freight rates." 

"That it study whether, and to what extent 
"equalization" has contributed to the solution of 
Canada's transportation problems." 

"That if transportation subsidies are to be 
paid they should be paid only for operations which 
should be maintained in the public interest, whether 
economic or not; and that these uneconomic operations 
that are not in the public interest ee be discontin- 
ued." 

THE CHAIRMAN: Mr. McCormick, before calling 
on Mr. Cooper to ask you some questions, I should give 
you my own view and that of the Commission: Your sub- 
mission is in the tradition of the Winnipeg Chamber of 
Commerce. 

MR. McCORMICK: Thank you, sir. 

THE CHAIRMAN: It represents a great deal of 
thought and effort, and we appreciate very much the 
help you are giving us. We realize that you have a 


tradition in this Winnipeg Chamber of Commerce which 


- shat 


sa men am oigsieomed: ta | 
| evita 36 ety: gente sooty et ile Wael te 
| ‘“eroqattia yd exes yewiter to anthsorsetvesd sor estey | 
jedd Yhtosqe Divede soa yYewl keh ond dont” 
asgesatavd ni setisqmos yewites To egntorss bas ateees: 
neast od Jom bivode eyswitet madd teddo ethomtesval bas’ 
" eotet sagtort Qnidetidadas at tavooos otnt 
tastxe dec od bas . verted ybute et teats lo 
lo moltwioe add o¢ bedudtudtnos ash "noldssifeupe™ 


| 
| 
e "+ ameLdorg nolisiroqansit e' sbheasd 
| ad o¢ 9&8 estbtedue sobistroqenstt tL ted?" 
| doinw ano tdereqe ‘toil ylno blaq ed blyorde yous bisg 
| tedienw ,.testedal otlLdeq eld mt béntedntam sd bivode’ 
| anotisteqo oimonoosnm saedt tend bas’ itom 16 olmonoss” 
-niitmoosib ed bivgdde seoretat Sifduq end at ton ous tedd 
) | " bey 
| antifsos stoted .dotmredoM .1M : WAMALAHD aut 
ovlg Stvode I .aneitesup emea voy es od teqood .aM n6” 
dee so ao.bwa Limo eit to sac bas weltv awo um voy 
lo codmed) geqtantW oft to nottiberd odd At at noteata’ 
| -S919MN09 
“T£8 . WO NasdT sHOIMAOOOM JAM 
to £seb teeny s adnonstqes $I ‘WAMAITAHO GHY r = 
oid doum ytev stslosigqgs ow bre «toe bas Jrigsorns) 
8 oVed voy dais esifses sW wag ganivis 918 HOY Te. 


Ste somo 2 mam aaah ait at notinene” ft 


- 


* ANGUS. STONEHOUSE & co. LroMCCormick > Cr-Cx. 4622 
TORONTO. ONTARIO (Cooper ) 


goes back many years, and I have in mind one great 
Canadian, whom you are happy to still have with you 

in Winnipeg, Mr. Isaac Pitblado, Q, C., who contributed 
SO much to this question in the early days. I think, 
in a very real way, you have given a contribution to us; 
it is most provocative, ee appreciate it. 


MR. McCORMICK: Thank you very much, sir. 


CROSS-EXAMINATION BY MR. COOPER: 

Q. I have very few questions, Mr. McCormick, 
and they are related chiefly to your recommendation that 
the early and serious consideration be given to the 
development of a lear aad coupreheneive national trans- 
portation policy and means by which the present mul- 
tiplicity of controls can be integrated within the frame- 
work of such a national policy. I gather from your 
brief and other recommendations that you would favour 
as perhaps the central theme of any such national 
transportation policy freedom from controls, certainly 
of an onerous nature to the railways; is that correct? 

A. Freedom from unnecessary controls. 

Q. Could you assist the Commission by deter- 
mining generally what controls you consider necessary 
and what unnecessary -- not in detail, but generally? 

A. No, I don't think I would want to try to 
do that. The policy on which we are working is that 
controls should be established only where is clear need 
to defend some accurately defined public interest. I 
don't think I would want to try to indicate them at 


such short notice as this. 
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Q. I am not suggesting for one moment that 
you be asked to mention anything specific by way of 
controls, but is there some general line which can be 
drawn so that controls be held on one side of the line 
and dropped on the other? I have in mind, for example, 
the’matter of rates: How far should control go over 
rates -- to the extent they go now, or should such 
controls be relaxed and, if so, to what general extent? 

| A. The controls on rates now, by and large, 
-- the railways can put in a competitive rate if there 
is competition, very quickly. These things can be done. 
We want to see more flexibility in meeting conditions. 
There are a number of things in public interest - equalit 
of treatment is one of them. Some of these things are 
necessarily part of the control, but I would hesitate 
to start to list what I consider an essential part of 
them. 

Q. Would you visualize a new body being 
set up to investigate and formulate a national eis” 
portation policy, or that such a policy would be formul- 
ated by existing agencies? 

A. I would say by existing agencies. Frankly, 
I think it is_a government job; this is a policy matter. 
I am not suggesting another organization or another 
administrative unit, but nowhere can we find any clear- 
cut outline of the policy which should govern the actions 
of the Board of Transport Commissioners, in administering 
the rates. They have the specific direction in the Act, 
and we have used the reference of, perhaps, "Philosophy 


of Transportation." Sometimes we get the impression 
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that the Board is more interested in interpreting the 
Act specifically, and I can't find any place in the 
Act that a prime function of the Board is to protect 
the general public. 

THE CHAIRMAN: I think you are gently suggest- 
ing that we assist the government with a recommendation. 

| THE WITNESS: Yes, that is it, sir. 

THE CHAIRMAN: A gentle suggestion. 

MR. COOPER: Q. With respect to any national 
transportation policy, you envisage no doubt not only 
railways but also transportation by air and water and 
truck as being included therein? 

A. This is our thought. In paragraph 27 we 
mention some of the things we thought should be in it; 
that each mode of transportation should be able to compet 
for any traffic available and be permitted to base its 
own prices on its natural advantages. We don't pretend 
this is an all-inclusive thing ; put these are some of 
the things. I believe such a study has been made in 
the United States -- I am not certain. 

Q. But, in any event, any national transport- 
ation policy to be investigated by this body or any other 
would concern itself --- 

A. With the whole field of transportation, 
yes. 

Q. Has the Winnipeg Chamber of Commerce 
considered any specific amendments to the Railway Act, 
or the broad question as to whether or not all matters 
of transportation should be drawn within one statute? 


A. I don't think that has been considered. I 
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would say that the Chamber's care in saying they don't 
favour a super Board of Transport Commissiorers would 
indicate -- and I am presuming here -- I am assuming 
they would also not favour rolling all transportation 
legislation into one Act. 

Q. You have not touched at all, as I recall 
it, except with respect to passenger traffic, on trans- 
portation by air: Can you assist the Commission at all 
by indicating the extent to which you think that air 
cargo will develop within the prairie region within the 
next few years? 

A. Well, air cargo -- we have one mode of 
transportation that nabody has mentioned on which 
we depend in part of Manitoba, and that is the tractor 
train in the far north, which moves substantial cargoes 
in the winter time. We do move quite heavy quantities 
of freight by air. These are important things, and I 
wouldn't begin to suggest how far we think this may go, 
but one thing we did suggest, when talking about joint 
through rates, is that the time has come when we should 
be beginning to think about a combination of these forms 
of transport and of these rates, plus air on a joint 
through movement which may move by rail to some place 
and then by air on. At the present time they are two 
separate and distinct movements. Air cargo is certainly 
developing fairly rapidly in Manitoba. 

Q. I take it you expect that to continue 
at an accelerating rate? 

A. I would think so. 


Q. How greatly accelerated do you think that 
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rate will become in the next few years? 
A, I wouldn't hazard a guess, sir. 
MR. COOPER: That is all, thank you. 


CROSS-EXAMINATION BY MR. DICKSON: 


Q:- Mr. McCormick, you mentioned the tractor 
trains: I don't know whether the Commission is familiar 
with the nature of that mode of transport and the use of 
it, but it is of some, I think, interest as a mode of 
transport in this part of the world? 

THE CHAIRMAN: We know about it. 

MR. DICKSON: Q. It is competitive only with 
the air transport? 

Ad met yit. 

Q. And it is not of significance in relation 
to the movement of grain and grain products? 

A. No. 

Q. Would you turn to page 6, paragraph 23, 
where you state: 

"It has been our practice in Canada to condone, 

or actively promote, practices in the field of 

transportation which in almost any other industry 
would bring speedy review by the Restrictive 

Trade Practices Commission or the Combines 

Branch of the Department of Justice." 

That is a good, provocative statement. 

A. Maybe I had better hasten to say we don't 
imply there is anything wrong. First of all, I think 
we must recognize that transportation is essentially a 


regulated industry, but there is a provision in the 
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Transport Act which, I think, indicates -- I am not 
pointing a finger at the Board of Transport Commissioners 
-- but there is a provision in the Trmsport Act, 
section 32, sub-section 2, which has to do with the 
setting of agreed charges: 
"No agreement for an. agreed charge for transport 
by rail from or to a competitive point, or 
between competitive points, on the lines of 
two or more carriers by rail shall be made 
unless the competing carriers by rail join in 
making it." 
We have seen a number of cases and we have 
heard before the Board of Transport Commissioners a 
great many times where they have eel a if the dis- 
putants who are carriers only get together and work out 
a compromise that they would accept it, and we think 
this is a procedure which certainly would not be accept- 
able with most companies outside the transportation fiel. 
‘In some cases there is no legislation which says the 
Board of Transport Commissioners must protect the public 
interest. 
THE CHAIRMAN: There is no collusion. 
THE WITNESS: You cannot judge it there, but 
it would come in under "collusion" in something else. 
This is an accepted part of transpa@tation, and it has 
been as long as there has been regulated transportation 
in Canada. 
MR.’ DICKSON: Q. It is normally regarded as 
being outside the Combines Investigation Act? 


A. Yes. We said “As in other industries". 
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Q. Are you suggesting it should be removed 
from the possible assault by the Combines Branch? 

A. I think we are suggesting, or would suggest, 
that there is probably need to see that someone should 
act as the guardian of the public interest when these 
arrangements between competing people before the Board 
are working out a solution. 

Q. Do you not recognize a real competition 
between these two major railways in Canada? 

A. Competition in service, yes. 

Q. It is very active? 

A. Yes; but there are other fields where 
competition normally takes effect, that don't exist. 

I am not suggesting there should be price competition 
between them, but there is limited competition. 

Q. Yesterday, in answer to a question by my 
friend, Mr. Sinclair, Premier Roblin referred to an 
ex gratia payment which was made by the C. P. R. to the 
city relative to taxation, and in case that is not 
clear to the Commission, could you give the Commission 
some of the background that would throw some light 
on that particular thing. 

A. This is somewhat removed --- 

Q. Yes, but you are the Chamber of Commerce 
of this city. 

A. Well, this goes back - the original charter 
of the C. P. R.,as I remember, provided for the. route 
to go by way of Selkirk up between the lakes and even- 
tually to follow the Yellowhead Pass route through the 


Rockies. There were many changes since then. One of them 
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Was that some alert, progressive business men, who were 
the early fathers of the Winnipeg Chamber of Commerce - 
and the name Ashdown comes to my mind - interviewed the 
C. P. R. and, by arrangement with the city and others, 
the C. P. R. line which had almost reached Selkirk swung 
suddenly southward and crossed the Red river at where 
Winnipeg now exists. The arrangement was that the city 
was to establish a bridge over the Red river, but the 
C. P. R. were to receive freedom from taxation in 
perpetuity in Winnipeg. 

Q. Do you know the date of that arrangement ? 

A. It was around 1882 or 1883. 

Q. 1881, perhaps? 

A. Probably then. Now, that arrangement, 
the city of Winnipeg fought through to the Privy Council, 
and in that case Winnipeg has learned from the C. P. R. 
a very healthy regard for the sanctity of contracts, 
because they won out and the city of Edmonton was told 
by the Privy Council the agreement was binding, and out 
of the discussions the C. P. R. negotiated with the city 
this ex gratia payment in lieu of -- the city agreed 
that -- I think part of the terms of the agreement was 
that the matter should not be discussed, and I hope we 


are not violating it here. 


© fea Fr ee h “ 
aa eer as 
ee ee Le ee : , 


eeedio bas qto oid pvmnraneaniiern nse oe ta ee a 
arvwe wriifee bedoset dadmle bart Moxdw anti 4.9 ene fy 
orroriw de rovia bef eft boaeots: imathdememnthemencs |. 
utto ons Jedd aew doomegasyts en .aselxe won geqinniw | 
od dud <aevin beh edd evo egbitd 8 Metidstes of aaw | 
nt sobdexs? mov moboorrt evieser of otew oA Ce Mi 


3 smogkantW aL wtusegteg | 

¢ drromegnsrts tent ‘to. oth orld worl woe of 4B ©, bial i | 
8884 #0 9685 bavos waw tt A ham st a 

Seqartieq (£880 9° Sto geganih ee 

, THEM BIT t geld (wou fond Uldadotd VA Cae Tor ity f ; 
fond yvied ‘edd od geod diguot geatnntw to ystoveds |. if 
of 0.0 odd mont dential asd gedtintW saso dads at bas | 
.atostinoo lo yeitonss edd tol breset Yd feed viev 8 | 
bLod vow AodnOMba o'ytho edd bas duo sow Yedt eageosd — 
jvo bas .gnkbatd esw ¢nemeergs odd Lkonwod Yviad edd yd ‘a hat 
Yio ocitf ddiw betsttogen .A 6d 1.0 edd edoteavoath ‘etd "6 yet | | 
beeyge yoto et ee ‘to welt ptt dnweneed stiaig x9 atsdit Jos . | 

asw Inonoanys sd? to amved onl? to dusq' Matdd T == deme fre 
ew sqod I bas hanneideaads od tom bilyoede setdam ent sadt les | 


- 


ted dt gatislotvy ton ems | 


i ‘ 
>" ae 


“ ANGUS, STONEHOUSE & CO. LTD. McCormick, cr-ex. 4630 
TORONTO, ONTARIO (Dickson) 


Q. If you read the papers from time to time 
it would indicate there is nothing too binding on that 
agreement. 

A. I don't think so. 

THE CHAIRMAN: It is part of the tradition of 
Winnipeg. 

MR. DICKSON: Q. That was an 1881 agreement 
which gave the C. P. R. perpetual relief from this? 

A. I don't think that is for all ¢C. P. R. 
property in the city, but for the property required 
at that time, and recently the city endeavoured, by 
reason of change of circumstances, to be relieved of 
that onerous agreement and the case was brought to the 
Privy Council and as a result the city lost. 

Q. Now, would you turn to page 21, Mr. 

McCormick, paragraph 75. Now, you spoke a moment ago 
about the sanctity of the contract. As you are no 
doubt aware, there is a body of legal opinion and other 
opinion in this part of the world exemplified by the 
briefs which have been filed by the provinces, which 
considers that this - rightly or wrongly - that there 
is still a Crow's Nest Pass agreement in effect? 

Aw That. is right. 

Q. Is that correct? 

A. That bit of information is substantially 
represented by the Winnipeg Chamber of Commerce, too. 

I think I should say that we have never reached complete 
unanimity in drafting the brief. | 

Q. Whatever you say would be subject to the 


recognition of the facts there is possibly a valid 
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Outstanding agreement? 

; A. I will say this; there is a legal obligatio > 
but there are many people on the council of the Chamber 
who will argue that there is a valid agreement. 

Q. I am not asking you to express a legal 
opinion at all, but that paragraph 75 is subject to the 
possible contractual rights, which you didn't mention 
in this particular paragraph. 

A. Right. 

Q. Now, on page 26, paragraph 87, Mr. 
McCormick, you state: “We are disturbed by the sugges- 
‘tion of the railways that, if their case is substantiated, 
the answer would be to increase the present Crow's Nest 
Pass grain rates by a fixed percentage." Now you are 
aware that the railways have not aksed that the farmers! 
costs be increased. 

A. No, they have asked for a subsidy. In fact, 
the rates are to be increased, they are to be doubled, 
but the subsidy --- 

Q. That was within their knowledge, that 
there was not to be an increase to the farmers in the 
Crow's Nest Pass agreement? 

A. Quite right. 

Q. Now, page 29, and dealing with this branch 
line situation. Af®ve you speaking here - do you consider 
this a problem for the prairies only, or do you regard 
it as something that should be considered across the 
country? 

A. The first part is across the country; we 


do make a specific reference from paragraph 104 on, which 
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is western Canada, but the first part does contain 
recommendations and it is a national look at it rather 
than from the prairie viewpoint. 

Q. And why is your recommendation in paragraph 
108 related to western Canada, where you suggest a 
joint study should be made of the branch lines in the 
system in western Canada; why would you not have that 
nationwide? 

A. Well, paragraph - the eariier paragraph - 

Q. Paragraph 103? 

A. Paragraph 103; I suggest a broad study 
by the railways to cover the whole of Canada. 

Q. These unremunerative branch lines of 
service? 

A. Yes. The second one has reference to 
western Canada, because we feel that is a particular 
situation, but then there is more than just people alone 
here, there is a substantial investment by the grain 
companies and the elevators, the collection points, and 
those are the focal points for the whole economy of the 
region, and I think they should receive special consider- 
ation over and above anything you look at in the nationall. 

Q. You do recognize it as a national problem; 
that is your proposition, that you say there is a 
national problem about the unremunerative branch lines? 
A. Yes. | 
Q. And that it should be reviewed nationally? 
A. Yes. 
Q. But in this particular -- 
A 


- There is a special application here that 
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must be taken into consideration. 

Q. In that western application which you 
speak of, why would you ignore what I would refer to 
as the most important interest involved, and that is 
that of the farmers. You speak of the railways and the 
grain trade, which we take to cover the grain handling 
organizations, but why would you not bring the farmers 
in on this study? | 

A. There is no reason why they shouldn't 
be. I am quite certain if any study is going to be 
made they will be in. 

Q. You can rest assured of that. 

A. Yes. 

Q. In paragraph 100, Mr. McCormick, you 
have spoken of the various features which have minimiz ed 
the dependency of the rural population on common carriers 
to all but the bulkiest commodities. Do you regard 
grain and grain products as one of these bulky commodi- 
ties? 

A. Yes. 

Q@. So that would not be pertaining to the 
movement of grain or grain products? 

A. No. 

Q. Then, in paragraph 101 you speak of the 
railways having sought abandonment where the costs 
are in the order of three times the operating revenue; 
in other words, your revenue is one-third of your 
costs, and at that time the railways, you suggest, 
have this rule-of-thumb -- 


A. Iwas just looking at what they have done. 
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I don't know that that is a rule-of-thumb that they 
apply, and I should say that this applies as much to 
abandonment of service as abandonment of the line it- 
self. 

Q. That is the rule or the rough guide that 
the railways follow, are you now suggesting that they 
abandon that and depart from that particular guide, 
and consider abandonment of service and branch lines 
when operating costs equal operating -- 

A. No, that was an observation leading to 
this conclusion. I don't think you should take any 
implication of any change or anything else from that 
paragraph. 

Q. So that you would say that would still 
apply as a rough test? 

A. I don't think I would want to suggest 
when the railways should apply it; that is a matter 
for them, but we do say in looking at the application 
that we have seen,this appears to be about the point 
at which they have it. It may be applying other 
criteria, that of from the outside looking in, and this 
is one thing we observed. 

Q. What cost studies have the Chamber made 
to justify this porta of your report? | 

mm omeweved 

Q. Are you supporting either of the railways 
in the current applications for abandonment? 

A. No; neither supporting nor opposing. 

Q. Now, in paragraph 103 you speak of the 


abandonment of unremunerative branch lines and a 
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substitution of integrated or other truck service. 
Do you say that truck service is altering the service 
being used in the transport of grain and grain products? 

A. I am not sure. We see grain south of us 
hauled several hundred miles in semi-trailers, but 
granted, they are working on a completely different 
set of rates down there. 

Q. And a different set of roads? 

A. Yes, a different set of roads. What the 
next ten or twenty years will hold for the prairies, 
I don't know. Certainly at the minute there is no 
substantial long haul movement of grain by truck. 

Q. In paragraph 107, Mr. McCormick, you speak 

£ the farmer in the years past and his team of horses 

drawing a load of grain and delivering it to the 
elevator and then returning to the farm in the afternoon, 
which I presume was intended to convey the thought that 
with the use of trucks he can reach more distant delivery 
points? 

A. This is an outmoded yardstick, and it 
was mentioned in the western rate case in 1911 or 1912, 
where I think stations occurred about every eight miles, 
and in permitting the construction of private lines, the 
Board took this yardstick into consideration. Now, that 
yardstick is outdated very definitely, and as was dis- 
cussed yesterday, there are a whole lot of other matters; 
there is the present pattern of farming where the farmer 
runs a binder around the field and puts the grain in 
a truck and takes it to the elevator and then comes 


back to the field, but that is a different pattern, and 


ae _ a “ats 09 8 aevowame 
5 v0 ate ; . 
ae id : 
o 


pape ord) 


ae | 
i. ,gokvereR aowrd teddo 10 betergednt 20 noniutin wo 


rey A 
soivage ont gotredis af soiversa ound telt yee ee 
a. 
ajoubova atet Sas atsig to droqansrt ent ni oonisbhiie 


i au to ‘dtwos ofawg 992 ow Lee tor ‘ms rT A po - 
| twd , avert isad-imee nt eefim Seubawel Lsveven betusd Jy 

| SPOT LTD elete lames & nO gotiiow es yedd (betasrg 

| j a iat ed OR -) ,etenid awob aster Ao den i 
| 'Veabsot to dea JnsteTibh 6 baa mp sa 

| edt defW .ebsox to Jee dneisTtib s .~aeY JA 

| 

. 


sebttstq edd woh ble. LLbw Beisoy ytnews "10 fried dees 
. on al eters eduatm ety te ylntetsed . sword J 'aob I 
' dovrt edenmistg To FORD Cl Iuad gnol [eliasitadve 
vsodqe wor eb beeen -a ,YOr dgqengeisq mt off (is) aa, jer 
seeiod to meed eld doe Jaq BI88Y eat af semist edt To |, 

eid og $i guivevileb pms atety To bsol s aatwsib | 
noomredts ort at must eid of. gaiemier ast ons rovsvel[e | 


dtedd drlgwons ens yevnos of babaedat ssw smyaciq I dotelw 


3 


evileb dastetb stom daset aso ed axowrd to say edt détw 
atmtog 1 
Si ‘bas .doidebssy bebomivo as ef atct iA 

<SfOl so EOL ot esse atet ovedeow edt ab benotdmem ‘esw 
oolia. tigie yreve dvods bersvoso asottete Ankddt I eterlw 
at egeoantl etavirig ‘te Roijswatenos wit gmidisterreq at bas 
Jaas . wou ei toemhcans otnt saotivebusey aetdds soot Basco 
--eib esw as bas .ylediniteh yuev bedsbduo at Ao tvabasy |. 
| retedsen xefite to dol elerw @ 258 reds .ysbtedesey oa i 


Tenet oie erenw sritais? to eretdaq tmeaerq eft eb sredt . | 


“ ANGUS. STONEHOUSE & CO. \TOMcCormick, cr-ex. 4636 
TORONTO. ONTARIO (Dickson ) 


all we have suggested is that this yardstick is dif- 
ferent and we have got to develop a series of new 
yardsticks. 

Q. You were here yesterday afternoon when 
Mr. Parker stated that a distance of 7 to 15 miles 
on this particular line he was talking about was con- 
sidered to be too far an additional distance for a 
farmer to take his grain. 

A. Yes. 

Q. In paragraph 108, Mr. McCormick, you make 
the statement, and I think this will come as a blow 
to the grain handling organizations, “Many of the 
country elevators have reached, or are close to,the 
optimum limit of their useful life." What is the 
basis of that statement? 

A. Their age. The fact that a lot of them 
have been standing since 1912. 

Q. What is the maximum storage life of a 
country elevator? 

A. I don't know, but I would guess about 
60 years. 

Q. Don't you know that it is almost indefinite; 
in fact, in the opinion of most grain people they 
regard it as indefinite. 

A. I was not so informed. 

Q. Do you know how many millions of dollars 
have been spent by the grain handling organizations 
in keeping their plants right up to date over the 
past few years? 


A. I don't know anything about that; I 
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Suppose it has been substantial. 

THE CHAIRMAN: I think, Mr. Dickson, that 
we are not too interested in the service life of the 
elevators. 

MR. DICKSON: Q. Now, Mr. McCormick, you 
mention on page 38 that you wouldn't pring into account 
the earnings from other assets, the non-rail assets of 
the railways. Now, if it were the conclusion of this 
Commission that a subsidy should be paid from the 
public treasury to the railways, would you consider 
that the earnings from non-rail assets should be taken 
into account in determining the amount of that subsidy? 

A. As this reads, no. 

| Q. You wouldn't? 

A. No, it would have to be looked at in 
the total - the suggestion is that any subsidy should 
be related to track facilities, not to earnings. 

Q. And you accept that submission on behalf 
of the railways? 

A. This is the Chamber's submission. 

Q. And suppose, to take the transportation 
aspects, that the railways are making a very large 
profit, say, on their trucking operation, which in 
a degree is not competitive with the rail operations, 
would you ignore the profit from the trucking oper- 
ations in determining the amount of the subsidy 
relative to the rail operators? | 

A. No, I don't think you would ignore it; 
it would have to be taken into consideration, but 


if - you are talking about subsidy and we were 
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talking about establishing freight rates, and these 
are different things. In establishing freight rates, 
the Chamber's suggestion is that their income from 
other assets should not be taken into consideration 
and the rail operations should stand on its own feet. 

Q. Let us talk about subsidies for just 
amoment. If there is to be a subsidy, as recommended 
by the railways, would you consider that non-rail 
earnings should be taken into account in determining the 
amount of that subsidy? 

A. I think our statement would be no. 

Q. That they should not? 

A. Should not. They should be related 
to the rail operation. 

Q. And you wouldn't take into account, perhaps, 
large earnings from trucking operations owned by the 
railways? 

A. I think those things would have to be 
considered, but to what extent, I don't know. Basically 
the submission is that these rail earnings and the 
rail operation must stand on its own feet and should 
pay its own way. 

Q. And if they made large profits on their 
air operations, which is possible - 

MR. SINCLAIR: Or losses. 

MR. DICKSON: Q. We will hope that the 
losses which they encounter on rail will not go on 
indefinitely, and if they do earn a large profit on 
air transport, air cargo, transport by air, which 


again is cutting into the rail transport, you would 
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ignore the earnings from that source? 
A. That. 16 right. 
Q. Thank you, Mr. McCormick. 
THE CHAIRMAN: We will break for a few 


---A short recess. 
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---Upon resuming. 


THE CHAIRMAN: Well, order please, gentlemen. 


Mr. Brazier. 
CROSS-EXAMINATION BY MR. BRAZIER: 


Q. Mr. McCormick, on page 5 of your brief, 
paragraph 20, it states: 

"Support for the system of free competitive 

enterprise is the essential core of the 

policies of Chambers of Commerce throughout 

Canada". 

I presume that is the essential core of the 
Winnipeg Chamber of Commerce, too? 

A. We would hope so. 

Q. And your members believe that by allowing 
the free play of competition the best results are 
obtained. | 

Now, I ask you whether your comments in 
paragraph 56 and the following few paragraphs there, 
starting at the bottom of page 14 and continuing 
over on page 15, to paragraph 59, are in keeping with 
that central core of your policy? 

As Gur ob jection to the present method , 
Mr. Brazier, is that in effect the railway sets itself 
as an arbiter as to which competitor should continue 
to compete, because it evan the shipper from one 
point by means of a competitive rate to stay in the 
market, and it closes out the other man who has to 
compete against him. This, we say, is not the 


function of the railway, and I cm quote avJU. &. 
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railroad president, who said recently, that in his 
opinion, if a reduced rate is published to a market 
point, that reduced basis Should be available to all 
shippers to that market point. 

Q. The example you give, appearing in para- 
graph 57, is not quite fariine with what you have just 
said, and I call your attention to the fact, and you 
have been quite fair in the circumstances you have 
mentioned, that there is a possibility of logan ruacet 
rates via the Panama between Montreal and Vancouver. 
You recognize that as a fact? 

A. Yes, that was right. 

Q. And you say that some competitive factor, 
say, lower water rates via the Panama Canal, produces 
competition for the long-haul traffic from Montreal. 
Now, the existence of that competition is not brought 
about by the railways; it is a competition force which 
they are forced to meet; isn't it? 

A. That is right. 

Q. So, it is not true to say that the rail- 
ways are determining whether or not a competitive rate 
is being given from Montreal? 

| A. They are determining. They are free to 
meet it or not. They do not have to meet it, but in 
choosing to meet it the effect of their decision is 
to shut out the man in the immediate market, 

Q. So, the railways decide that they will 
have to leave their rate from Montreal as it is? 

A. Yes. 


Q. If this competitive factor which you 
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2 mention does exist, they won't get any traffic, will 


3 they? 

4 A. . that is right. 

5 Q. So that the goods will reach Vancouver 
via water? 

: A. That is yey 

' Q. At a lower rate? 

8 A. Right. 

9 Q. And your manufacturer in Winnipeg will 


10 still have to compete with that lower rate? 


11 A. The railways could give him the rate 

12 they would have given the Montreal man, and move the 

13 Winnipeg goods in, and enable him to get the haul from 

14 Winnipeg at the same rate, at lower cost and more profit 
Q. But that is ignoring the fact that the 

_ railways decide that they cannot lower their rate; their 

16 costs are too high, let's say; they cannot meet the 

17 competition? 

18 A. They may be too high from Montreal, but 


19 the situation from Winnipeg might be different. 

20 Q@. Aren't you now -- to be quite frank, 
aren't you suggesting that special rules should be 
applied to this sort of competition? 

A. No, we are saying that in applying the 
rules you must be fair to all the people. You must 
treat them equally. You mustn't shut anyone one of 
a market by reason of giving a competitive rate to 
someone else. 

Mr. Brazier, take Winnipeg as the compet- 


itive point. If they put in a competitive rate from 
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Toronto to Winnipeg, wouldn't you expect somewhat the same 
situation for the Vancouver shipper shipping into here? 

Q. Not if there was no competition from 
Vancouver, I wouldn't. Why should I? 

A. I think the manufacturer there who had 
been selling in Winnipeg might feel he is being discrim- 
inated against. | 

Q. I could understand an individual complain- 
ing about the situation, but, looking at this on broad 
principle, I suggest that the Chamber of Commerce as an 
organization should not support that, too. 

A. We look at individuals, too. The 
organization is made up of individuals, and we are 
concerned with their problems. 

Q. You do not think -- by your comments here, 
you are suggesting that these competitive rates between 
Montreal and Vancouver are being made subject to special 
rules and regulations? 

A. We are suggesting that not just on that 
basis, but any place when a competitive rate is put into 
effect, the railways should have regard for the inter- 
mediate people competing in that market, and that should 
be the basis for a competitive rate made available to | 
them. 

Q. You are aware, for instance, Mr. McCormick, 
I think, that the rate on lumber from Vancouver to 
Winnipeg is lower than it is for some points more 
westerly? 

A. Yes, that's right. 


Q. You agree that that is a proper situation? 


i 49 ny i 
emse oft Janwemoa dosaxs OY ‘Faltie’ ‘pitted i rt e108 a 
es _ a 
tered ott gatuqide reqqtede qevuoons¥ a a i 
ce 


mort nolittveqmos on saw oxen? tt ton a | ees 
°I biveda yaw "ab Euow b cTevnooni8¥ | 


bad ocw steed yetudostegam orit Matas I ne 


— 


~mitoe lp grited at of fest Seip dine aeqitaniw at uatiies need | 


1 


-tantens bedsat | 
- 
| fe 
beosd moO eins te gaivool . dud folteudia eid tvods ant — Be 


| 0: 


-oteigaos Laeubivibat os bastexebruy bios = «wo 


aa ed aoe to 20 did eit tent Jaeepgaue I .eiqtoaiag © 
oot .tadd Jaoqgve Jon blvone soltssinsyto | 


sir 063 ,alesbivibal Je wool eW A 


a 
ae te i i te lie ll i tpg 


—_ 
sie ow bus ,efswhivibat to gu ebsm al molvssinagio 1F§. 


‘ameldonq atedd adiw bem@oneo hy 


.sied etmemios soy yd -- xntes TOR ob woY § .f . 


ey Wal 
st + ww 


neewted ester ev it tieamoo aT tales aatdeeasve “— you 


£P 
* 


fstoeqe od Joetidve sbsm gated sis toveoonsV bas Leoxdaom \ 
Tanolisivget bas eeluy 


Jandy mo vast, ton ts cit anivasgave sts oW .A iz 


a 


" ogat duq ef sist sevistiveqmoo s nenw e2sig Yas sud .alesd — 

: 19int edt 102 basger eved bison eyawite: edt .tostts | boc 
uf Sivore jadi bus ,Jevitam gent at gntdeamoo efqogq sts Ebem 

a ov eldsitavs sbem ats 1 svitisegmoo s tot atasd edt ed | 
4 : ‘ mosis 


|) states den -t ,.sonstent sot .staewe ess OY .o 


od isvs09NsV mort tedaul mo ets1 edt tadd otahad I 


evom acniog smoe sot et tf asd? tewol af seatantw | 
| —-yrteteew 1% 


-thgit es'isdd .sey 


ANGUS, STONEHOUSE & CO. LTD. af i 
TORONTO. ONTARIO femanter) cr-@x, 4644 


A. No. 

Q. You do not? 

A. No. What we suggest is that people 
in the intermediate points should get some advantages. 

Q. You have no objection to the lumber 
rates into Winnipeg being increased above what they 
are now? 

A. I have no objection to other people's 
rates being decreased. 

Q. Decreased? 

A. The answer is not always to raise 
other fellow's rates; raise your own. 

Q. That is putting the onus on the railways 
to bear the loss of revenue. 

A. Yes. You were talking about rates to 
a point. We were talking about rates from a point. 

Q. Iam speaking of a rate from Vancouver 
to Winnipeg. That lower rate exists because there 
is competition from the American railways into Win- 
nipeg; is that not so? 

A. It is lower than what? 

Q. It is lower than the rate to points west 
of Winnipeg? 

A. From our point of view, no, the rate 
from Vancouver is not lower than the rate from 
interior points. That is where the competition 
comes from. 

Q. Are you sure of that? 

Ay. O'mimotueure. oTsit? 


Q. Well, there is a lot of lumber, I sugges 
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to you; comes into Winnipeg or Vancouver, the coastal 


A. Are the interior points shipping lumber 
. in here in competition -- 

Q. I think they are to -- 

A. -- at rates higher than the Vancouver ship- 
pers? 

Q. -- Vancouver, at times, because they 
haven't got the competitive factor of an American line 
into the interior. 

A. I hadn't intended to be a defender of the 
rights of interior British Columbia, Mr. Brazier, but 
I would suggest that they should receive the same kind 
of consideration. 

Q. What I am suggesting to you, Mr. McCormick, 
is this: That it would appear that the Winnipeg Chamber 
of Commerce, while believing in competition, is suggest- 
ing when that competition is to our detriment then we 
should adopt some special rules in respect to them? 

A. Or to the detrimentto the interior of 
B. C.;, or any other intermediate points. 

Q. Tam just dealing with your own brief, now. 

Re” Add PLERT. 

Q. I am suggesting to you that you are, by 
these paragraphs, saying that while we believe in com- 
petition, if that competition in a specific instance 
happens to be against our interests, then probably 
different rules should be applied to it. 

A. No. If the action of the railways to meet 


competition happened to be detrimental to our interests, 
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then our interests should be protected. 

THE CHAIRMAN: I think you have made your 
point clear now. 

MR. BRAZIER: Q. You will agree that the com- 
petition is not brought about by the railways; it is 
a factor beyond their control? | 

A. The factor is there. It is eae cues do 
in meeting the competition -- that's what we are concerned 
with. 

Q. And knowing railway traffic people as 
well as you do, Mr. McCormick, I suggest you have never 
found them inclined to put in competitive rates unless 
competition exists? 

A. I don't think they are permitted to. 

Q. Well, they have never attempted to, to 
your knowledge? 

A. Not so far as I know. We usually had to 
exert a little bit of pressure and persuasion. 

Q. Now, on page 29. 

A. 29? 

Q. Yes, 29. "We believe that the cost of 
maintaining unremunerative passenger services needs care- 
ful examination ..." 

Would you include in your statement there all 
unremunerative services of the railways? 

A. Needs careful consideration? 

Q. Yes? 

A. Yes, surely. 

Q. And would the Chamber of Commerce think it 


proper that a subsidy be granted to the railways for thei 
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unremunerative services which they are required to give 
in the national interest? 

A. If they are in the national interest. 

MR. BRAZIER: Thank you. 

THE CHAIRMAN: Mr. Doherty? 

MR. DOHERTY: I have no questions. 

THE CHAIRMAN: Mr. Smith? 


CROSS-EXAMINATION BY MR. SMITH: 


Q. Mr. McCormick, I refer you to paragraph 
4 of your submission. And, as I read that paragraph, 
you admit that the bridge subsidy has been of some 
benefit to the province of Manitoba? 

A. Yes, sir. 

Q. And the question I would next ask you is 
why in your opinion does the method of application make 
it of greater benefit to those provinces west of 
Manitoba? 

| A. Because it is part of the reduction under 
the bridge subsidy. It is a percentage of our total rate. 

Q. Is not the method reduction in cents per 
100 pounds, plus a percentage? 

A. Yes. 

Q. And would not a reduction in cents only 
benefit the provinces west of Manitoba in cents? 

A. No, the reduction in cents only would 

possibly be of more benefit to us than to the provinces 
west. Reduction in percentage only would be a benefit 
to the provinces west -- a compromise. 


Q. Wouldn't a reduction in cents per 100 be 
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a greater benefit to Manitoba than to the farther 
western provinces? 

A. Yes. 

Q. And was not the method which was devised 
an endeavour to distribute the benefits evenly between 
western provinces? 

A. As evenly as possible, yes. But this is 
not a protest against it; it is an observation. 

Q. An observation, yes. I was merely asking 
you, Mr. McCormick, for your opinion as to why the 
application was not of as much benefit as you would have 
expected. | 

A. I wouldn't say expected; I would say hoped. 

Q. Well, as to why your expectations were not 
fulfilied. 

Now, dealing with paragraph 5 of your submission|, 
you set out, as appendix 4 to your submission, the pro- 
visions of section 336 of the Railway Act? 

| A. Right. 

Q. And there are other exemptions therein 

set out, besides the Maritime Freight Rates Act ---- 


A. Yes, that's right. 


Q. -- as you will observe.if you read sub- 
section 4 -- | 

A. Yes. 

Q. -- subsections 1, 2 and 3 are subject to 


subsection 6 of section 328 of the Act and to the 
Maritime Freight Rate Act, and do not apply in respect 
of the matters as set out in subclauses (a) to (g)? 


A. That!is right. 
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Q. The first is international rates; the 
second is rates on export and import traffic; the third, 
competitive rates; the fourth, agreed charges; the fifth, 
Tee over the White Pass and Yukon routings. Then, 
there is one relating to movements of freight traffic 
upon and over the eastern lines, and then, last, there 
is a comprehensive clause where the Board considers that 
an exception should be made from the operation of the 
section. . Fhat. is true, is it not? 


A. That is right. 
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Q. I ask you, Mr. McCormick, are not these 
exceptions very important exceptions to the general 
provisions of section 336? 

A. These are all important exceptions, Mr. 
Smith. 

Q. Could you tell me, from your long experi- 
ence with traffic matters, whether or not there were 
rates affected which were pursuant to clause (g)? 

That is the section where the Board considers that an 
exception should be made from the operation of this 
section? 

A. I don't know of any. 

Q. Do you know of groups A and B? 

A. You are right, yes. 

Q. Movements from Montreal a 

A. The point is well taken. 

Q. én vrbet to Winnipeg and Toronto to 
Winnipeg, and you know that was covered by the judgment 
of the Board? 

A. Right. 

Q. In other words, that the rate from Montrea 
to Winnipeg is the same as the rate from Toronto to 
Winnipeg? 

A. Right. 

Q. Does your Chamber of Commerce recommend 
that rates from Montreal should be increased to reflect 
the true mileage? 

A. No, we have never so recommended. We 
said at the time of the hearing of the Board we would 


be quite happy to leave A and B groups undisturbed. 
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Q. There have also been some exceptions: 

There is the exception in relation to traffic from the 
mainland of British Colunbia to the island of Vancouver? 

A. Well, there is some provision there: ‘Two 
miles by water --- 

Q. Two miles by water means the same as one 
mile by land? 

A. Yes. I should go back to this grouping 
of the A and B: This was of no benefit to Winnipeg. You 
are not trying to imply that? 

Q. I am just asking whether there were other 
exceptions? 

A. There were behers that you have referred to; 
and I could not think of any. There is one other, that 
Vancouver was given advantage of the New Westminster 
mileage. 

Q. Was not the province of Manitoba in the 
forefront of the so-called fight for equalization? 

A. I don't speak for the province of Manitoba. 
I speak for the Winnipeg Chamber of Commerce. 

Q. Do you, of your vast scwansenhe, know that 
was the situation? 

A. The prowintie? 

Q. Yes. 

A. The Chamber's opinion -- well, I won't say 
it: Yes, that is right. 

Q. Well, there isn't any difference between the 
Chamber's views and the province's views? | 

A. There are differences in our briefs. There 


are differences of opinion within the Chamber, and I 
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certainly would never venture to speak for the province, 
and we would not let the province speak for us. 

Q. On the question of equalization? 

A. On the question of equalization particularll. 

Q. As well as other factors? 

A. That is right. 

Q. Perhaps you could tell this Commission whether 
in point of fact equalization has been of any benefit 
to the province of Manitoba? 

A. We are so puzzled about it that we have 
asked the Board to try to find out. I would say that 
equalization, as such, has not been of particular 
benefit. This is an off-the-cuff answer. I would say 
some of the steps taken by the railways to offset the 
results of equalization have been of considerably more 
value to us than equalization itself. 

Q. But you asked for equalization: Are you 
satisfied with what you got? 

A. The province of Manitoba asked, and I 
wish you would question the Manitoba witnesses and not me. 

Q. But you distinguish between the city of 
Winnipeg and the -- 

A. Not even the city of Winnipeg. The 
Winnipeg Chamber of Commerce, 


% 


’ Q. You don't speak for them? 
' A. We don't even speak for them. We have som 
very healthy differences there. 
Q. Who do you speak for? 
A. The Winnipeg dhasber of Commerce, which is 


essentially 1500 business people in Winnipeg. 
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THE CHAIRMAN: This is a real democracy out 
here. 

MR. SMITH: q am just a country boy from the 
maritimes. 

Q. Now, on the question of equalization, 
do not these excepted categories detract from the value 
of equalization to the province of Manitoba - or, to 
your people? 

A. Mr. Smith, let me make my point clear: We 
have not said that the exclusion of Nova Scotia necessar- 
ily detracts -- pardon me, not Nova Scotia; the selected 
territory. What we have said is that the Turgeon Com- 
mission recommended that equalization apply to the whole 
of Canada. These other exceptions are not at variance 
with the recommendations of the Turgeon Commission -- the 
ones you have listed. The one exception is the applicatio 
of equalization to the selected territory. This is the 
one that affects us. We are not saying it is wrong; 
we are asking that someone take a good look at it. 

Q. Would you refer for the moment to the 
Turgeon report at page 125 at paragraph 2 under the head- 
ing "Conclusions and Recommendations" where it is stated: 
"Tt is difficult to conceive of an unqualified statutory 
ruling for equalization. Exceptions to equality must 
necessarily be permitted in the following cases, and 
other cases which may come to the attention of the Board 
as the investigation proceeds." Haven't you overlooked 
that provision? 

A. There is no specific mention of the 


Maritimes Freight Rates Act there. It doesn't even come 
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in under the heading of "other cases", because it was 
ruled out by action of Parliament. 

Q. Not the Maritime Freight Rates Act. It 
was subject to the Maritime Freight Rates Act, and it 
was in the report. What you are referring to is sub- 
paragraph (f). 

A. No, no. 

Q. Well, were you familiar with the amendments 
to the Railway Act - Section 336? 

A. I see no mention here of a recommendation 
from the Turgeon Commission that the Maritime Freight 
Rates Act should be excepted from equalization. 

Q. Do you see the provision "all statutory ---" 

A. I haven't come across it yet. 

Q. There is a provision there somewhere, but 
I am not going to take the time to find it. Well, in any 
event, the section of the Act to which you refer, as I 
have already read, provided that it shall be subject to 
Section 336 -- subsections 1, 2 and 3 are subject to 
the Maritime Freight Rates Act? 

A. We are suggesting this was put into the 
Act in the amendment, but it was not one of the recom- 
mendations of the Turgeon Commission. 

Q. Well, I don't agree with you, but I won't 
debate it with you here. There was this section here, 
section 336, (4) (f), and it is the one which deals with 
rates applicable to the movement of freight traffic on 
or over lines, correctly designated as eastern lines. 

THE CHAIRMAN: You both may be right, because 


Mr. McCormick refers to the Maritime Freight Rates Act, 
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and you suggest it comes in under that "Special 
Statutory Provisions". 

MR. SMITH: Yes. 

Q. Were you present during the hearings before 
the right-of-way committees of the Senate and the House 
of Commons? 

A. No. 

Q. Well, I won't refer to that. 

A. This reference I find here on statutory 
matters simply says, “It is difficult to conceive of an 
unqualified statutory rule for equalization". 

Q. Here I would refer you to paragraph 1, 
"Conclusions and Recommendations" at 125. 

A. Yes. 

Q. "It would appear from the foregoing and 
having regard particularly to the terms of order-in- 
council P. C. -1483 that the broad general principle of 
equalization throughout the country is now accepted. It 
must be noted that the order-in-council provides that 
this equalization shall be subject to such special 
statutory provisions as the freight rates." When the 
Act was originally drafted, it was made subject to the 
Maritime Freight Rates Act? 

A. Mr. Chairman, this becomes a legal matter 
as to what are statutory provisions regarding the freight 
rates act. In my book it is the whole freight rates act. 

THE CHAIRMAN: I think, if you refer to page 
126 of the Commission and to item No. 8, that may 
probably help you. 

MR. SMITH: Q. The section to which The 


re. 


ee 


febooue" tedt rebaw wa comme Jt daogs 18 OY b 
; ay con aS : 


-28Y © eaemaMe 


| sio ied Bgrinsed: ert er sueaeng: HO perenne nar 
_ sevoH-enrt bse otwred eit: Bo asedttamoo peaegee: orit | 


a 


. 

| | Re cae | su A 
. - i , 

| tant of vetet onow Liew 
; 


yiodutsete mo sved Dott I. setesvetes etd? "VA = oe 


18 % evieonoo of tioolkTtth af ck". eyse vignate aretism | 


ro 
\ 


.l sigsigesusg o¢ voy Tele, bivew I evH .9  . re 


cSt ts "sholtebmemmooes bas ato iesloaod" ter 


* aoy «A az | 

i 

; bas getogetot eit mort rseqqs bivow dr". a 

1 ‘ i q 

ee | = 

) -f-sebto To amre? elt of yYlislwotiasg brepet anived | 

/ | ay \ 

| 19 Siqitoniag Isienes bsord ont teadd FBAI="20 .8 Ltonmwes | ; 

| +2 bettqsooe wor al yistavoo aft tworkguvouds, nottesileupe i 

| A } 

7 

; 

. tadt eeblyot LLonvwoo-al-vebie ent tent bedon ed’ ten 1 
[lat naecre Vorres -ort T+aqua? deem « tal f : : > Zz i 1 

LBiD ee) fone. OF Fos i; SRF % ad LETS nok ssilsvpe . etd Are 

| 


sat crertw " sedeyx trigtex? odd es enoietvo1ug yiotudatea 
ey ot Sootdua sbsm esw owt . Dad 'Terb Vilsatsito asw toa 
TOA e2eJ8H tis tert out Dram 

votdem fagel s eemosed aiid iemited> .sM OA | a. 
deg tert eft antbueger ero la iwoug yrotusetea 218 Jedwotias | 
~tos eocax tistexrt ofciw ent ak tL Mood ym al tos sedst | 
Sag OF telor wor ti dete? E -sMAMALAND gE? 5. andes | haa 
yen gadd .o .o medt ot bas noteatamod ead to OSf ' es 
woe qed yLdsdorg | 

eff dolsw of soidosa sn? toe :BYIMe Pest. ae oe we 


vot : i) ae 


~ ANGUS, STONEHOUSE & CO. LTD. McCormick, cr-ex. 4657 
TORONTO. ONTARIO (Smith) 


Chairman has referred is, "The Board has requested the 
railways to eubuat to them the railways' proposal for 
equalization of freight rates throughout Canada subject 
to the statutory provisions contained in section 325 of 
the Railway Act and to the Maritime Freight Rates Act." 
I think that clears up the matter. 

A. Section 325 is simply the 20 per cent 
subsidy. 

Q. No, no. 

A. Is it the whole thing? 

Q. No. The Crow's Nest rates. 

MR. SINCLAIR: Very different from 20 per cent. 
One hundred per cent. 

MR. SMITH: Q. May I ask you this question: 
Are not the excepted categories of competitive rates and 
agreed charges becoming increasingly of importance to the 
rate structure? 

A. Yes. 

Qe In view of all these exceptions to 
which I have referred, why, may I ask, is your Chamber 
of Commerce so gravely concerned about the maritime 
exception? | 

A. We are concerned about the effect and trying 
to compete. We have lost a couple of industries that 
might have come here because they can get a more 
advantageous freight rate into the Toronto market if they 
locate in the maritimes. This, we have suggested, is 
perhaps only right; perhaps it flows from the provisions 
of the act, that this was desigmed to give to the people 


in select territory an advantage over all other regions. 
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All we ask the Commission is determine whether that 
advantage is or is not more than was intended. We 

concede that the Act says clearly, and the people of 
Canada want it, the maritimes to have a definite advantage 
in reaching that central market. How far it goes is 

what we would like looked into. 

Q. Let me come to another topic: I refer you 
to paragraph 27 of your submission in which you recommend 
that any national transportation policy and the regulat- 
ions therein should be consistent with our free enter- 
prise system, am to this extent each mode of trans- 
portation should be free to compete for any traffic that 
is available. May I ask you this one specific aaewetené 
Do you believe that trucks, we will say, should be allowed 
to compete with each other ratewise based on their senta 
of operation? That is distinct from modes of b2tngborse 
ation; within one mode of transportation, do you believe 
that different trucking firms should be allowed to compete 
with the other? 

A. I think the policy of the Chamber was 
defined some years ago in that respect, and it was that 
all qarriers would file their tariffs but that they 
should hot -- the regulatory body should not determine 
what the rate should be. We are talking of trucks. 

Q. You are saying there should be no regulation 
- only information supplied? 

A. There should be some place for filing of 
tariffs and they must adhere to those tariffs. 

| Q. Is your answer in the affirmative to my 


question? 
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“ ANGUS. STONEHOUSE & co.L_to. MCCormick, cr-ex. 4659 
TORONTO. ONTARIO (Smith) 


A. It would permit price competition among 
trucks, yes. 

Q. If we move from trucks to railways, is it 
your view that the Cc. N. R. should be allowed to compete 
against the C. P. R. ratewise? 

A. I would say not, because of the tradition 
that has grown up. 

Q. You would not? 

A. Wo. 

Q. Let me come to another paragraph, paragraph 
60. I think you recommend that when competitive eabed 
are initiated to assist shippers to enter or reesh 
competitive in a market area, rates from other competitive 
points should be maintained at a level which preserves 
the geographic advantage for other shippers particularly 
when it can be shown that prior to the imposition of the 
competitive rate, it enjoyed a share of the common 
market. I refer you to what was stated in your brief 
at page 24 in which you speak of dynamic control by 
competition in which you state that is preferred a 
relatively static control by competition. May I ask 
you how you reconcile the recommendations in paragraph 24 
with the cad paeadatie in paragraph 60? 

A. Parliament has decided, Ithink, that it 
is in the public interest, and we think it can accurately 
be defined as public interest, that the man in the 
intermediate point who is competing should not have the 
railways discriminate as to who is going to remain 
competitive at the competitive point. 


Q. I suggest those two recommendations are 
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~ ANGUS. STONEHOUSE & CO. LTD. McCormick, cr-ex 4660 


TORONTO. ONTARIO 


(Smith) 
1 
2 more or less contradictory; am I correct? 
3 A. I would not say contradictory, no. 
4 Q. Particularly when you refer to (c) in 


5| paragraph 24. You don't want it both ways, do you? 


6 A. If we could get it, yes. 
7 Q. Now, at paragraph 70 of your submission 
‘ you refer to the protest to the Minister of the change 
that was made in 1957? | 
9 
A. Yes. 
10 
Q. Was your body the only protestant? 
11 


A. I don't know. We didn't solicit help from 
anyone else. 

Q. You were the voice crying in the wilderness? 
You don't know of any other protestant? 

A. No, we know of no other. 

Q. I think in my previous questions I referred 
to what was stated earlier and which is again. stated in 
paragraph 68 (a) of your submission: “In its recommen- 
dations on equalization, the Turgeon Commission, at page 
126 of its report, in every case in which it refers to 
equalized or uniform rates, uses the phrase 'throughout 
Canada'". I already pointed out to you that there were 
certain exceptions even in the Turgeon report as to 
the general application of the principle of equalization. 

A. This gets to be a matter of interpretation 
again. 

Q. Well, isn't it a matter of fact and not 


only of interpretation? \ 


A. It is a matter of fact, but that they 


talk about the establishment of one uniform equalized 
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“ ANGUS, STONEHOUSE & CO. LTD. McCormick, cr-ex. 466) 
TORONTO, ONTARIO (Smith ) 


class rate scale “throughout Canada"; mileage scales 
"throughout Canada", and a couple of other places - 
"throughout Canada". It does not say "with exception"; 
it says "throughout Canada". 

Q. I pointed out to you that the Board be 
authorized to make other exceptions. 

A. Yes, and Parliament is free to enact any 
legislation it likes based on the recommendations. | 

Q. And Parliament, in the amendment to the 
Act, embodied in Section 336 so provided in subparagraph 
(g) to which I already have referred. ) 

A. Paragraph 4, I think. 

Q. Paragraph (g). 

A. Well, it is provided. 

THE CHAIRMAN: Parliament is the final court 
of appeal, and has spoken on that. 

THE WITNESS: That is right, it has. 

MR. SMITH: @Q. Do you realize, Mr. McCormick, 
that sub-paragraph (f) or sub-clause (f) of sub-section 4 
of section 336 was intended to take care of the situation 
which arises from the system of rate making known as 
the arbitrary system? 

A. Yes, we think you are fortunate. We lost 
our arbitrary. 

Q. Also Montreal got their arbitrary system? 

A. Right. 

Q. Are you also aware that it has been stated 
on more than one occasion by the Board in its judgments 
that the arbitrary system was an integral part of the 


rate making process? 
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~ ANGUS. STONEHOUSE & CO. LTD. McCormick, cr-ex. 4662 
TORONTO, ONTARIO (Smith) 


A. Well, I would assume so - except in 
Manitoba. 

Q. Yes, always “except in Manitoba". In 
paragraph 73 of your submission, you state, " Naturally, 
the further spread in these rates is of concern to 
several shippers in Manitoba". May I ask who these 
shippers are? 

A. Well, I wouldn't want to mention them by 
name. We have a firm in Winnipeg manufacturing furnaces 
and selling them in Toronto against maritime competition. 
We have candy manufacturers attempting to ship into the 
central Canadian market. We last an industry in the 
last few weeks, which was a food processing industry, 
which wanted to establish here, but after looking at the 
freight rates, they decided to go to the maritimes, 

Q. You could not lose it if you never had it. 

A. Well, the man came here wanting to 
establish here because of the proximity to his U. 8. 
plant, and in fairness to him we had to point out the 
freight rates. Now, you are going to get that in the 


maritimes. 
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~ ANGUS. STONEHOUSE & CO. LTD. McCormick, ecr-ex,. 4663 
OR TO. ONTARIO (Smith) 


Q. Are those the only industries you can 
recall? 

A. Those are the only ones I can recall at 
the moment, yes. 

Q. Coming down to at least three instances - 

A. Mr. Smith, it is not fair,to say it is 
the only three because I can only name three now. 

Q. I mean, all you can recall. I would like 
to cross-examine you on it. Would you excuse me for 
amoment, sir. Now, I come to paragraphs 85 and 86 and 
the appendix No. 3, I think it is. 

A. Yes. 

Q. But before coming to that, may I just 
refer to section 73, and I will proceed from the passage 
which I have just read which is the first sentence in 
section 73, and you state here: "Perhaps this ve part 
of the price which Manitoba must pay for Confederation 
but if that be so, we should want to Vern ewawad of it by 
some impartial body such as your Commission after having 
had a close look at these maritime freight rates and 
having considered whether the advantage conferred is 
greater than that intended by the Duncan Commission and 
the Turageon Commission, both of which have studied 
the question exhaustively." | 

Now, I just want to put a question or two to 
you in that regard, Mr. McCormick. Is it your suggestion 
that this Commission should be bound by the recommendations 
of those two commissions which dealt with the maritime 
freight case, and which have regard to changing circum- 


stances and conditions in the last 25 years? 
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AUEUS: PIOHSHOUSE & CO, L710 Me ReGwmmkek>orsex. 4664 
(Smith) 


A. My understanding is, Mr. Smith, that 
no commission is bound by any previous commission. On 
our side the circumstances have changed, too, and at 
the time the Maritime Freight Rate Act was. passed I 
doubt if any manufacturer in Winnipeg had any interests 
in the markets of central Canada. Now they are trying 
to penetrate, and this is why it has come up. 

Q. In other words, I ask you is your 
approach a dynamic one or a static one? 

A. It is a dynamic one, because we have a 
dynamic commission and hope that they take a dynamic 
look at it. 

Q. But you say also that it is static in the 
sense that this must settle it for all time. 

MR. .MAURO: ‘The witness has said, am [I think 
it is most unfair -- | 

MR. SMITH: I don't think he needs the assist- 
ance of my friend. 

MR, .MAURQ: No commission is bound by the 
findings of another. 

THE CHAIRMAN: I think insofar as this 
Commission is concerned, we recognize our freedom is 
quite compkete to make recommendations; however, what 
Parliament accepts is entirely another matter. 

MR. SMITH: Q. Now, I will ask you this 
question, and I am referring to paragraphs 85 and 86 and 
appendix No. 3. I don't intent to refer to appendix 6; 
I haven't had an opportunity of either analyzing or 
digesting it, I only got a copy fo it on Monday and I 


naturally realize that an opportunity will be given to 
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~ ANGUS, STONEHOUSE & CO. tt. McCormick, cr-ex. 4665 
TORONTO. ONTARIO (Smith) 


deal with the matters which you have mentioned at the 
Ottawa hearings. 

A. We will not be at the Ottawa hearings. 

Q. No, but - 

A. Where you are free to state - 

Q. From either agreed statements of fact or 
otherwise? 

Ao Right : 

Q. And nothing you can say can change that? 

A. We will not be there to say anything, so 
you can say what you like. 

Q. Perhaps at this point I may just make one 
comment; it appears to me that even on a cursory examin- 
ation that some vital information is lacking, and I 
would therefore . ask you, Mr. McCormick, if you would 
supply in respect to each of the movements mentioned 
in the appendix the following additional information 
in order that we will have an opportunity of checking 
this. The first category which I would suggest is the 
number of carloads; and second, the average load per 
car; third, the average rate per 100 pounds -- am I 
going too fast? 

A. You are rushing me a little bit 

Q. Fourth, the Crow rates for 100 pounds for 
the same haul; fifth, the average revenue per ton mile 
divided into actual and Crow rates. Now, have you got 
that? 

A. Do you want the rate the shipper pays or 
the rate that the railway receives? 


Q. Well,you have only given the rates that are 
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“ ANGUS, STONEHOUSE & CO. LTD. McCormick, cr-ex. 4666 
TORONTO. ONTARIO (Smith) 


paid. I think, as in the other submission that was 
filed, it shows also the contribution made under the 
Maritime Freight Rates Act, and perhaps it would be 
well to have both if I am not putting you or your experts 
to too much trouble. 

A. This is not within the facilities of the 
Chamber, this is work which we will have to get done for 
us, and I am quite sure that those figures are available 
and I presume if we cannot supply them that we can call 
on the railways. 

Q. Well, the railways are very accommodating! 
You have mentioned, I think, in several parts of your 
submission that you would like to have a good look at 
the Maritime Freight Rates Act and the maritime freight 
situation, and may I assure you that your anxiety in 
this respect is not limited to the client you represent, 
but as I have already stated in my submission for the 
province of Nova Scotia at the Halifax hearings, it is 
the view of the province that it is essential that that 
situation be examined, and our submission will be that 
as the purpose and intent of the statute has been 
largely frustrated, that a revision and restatement 
of the Act to carry outs its purpose and intent and 
a method of keeping the Act effective to achieve such 
purpose, should be found and applied, so perhaps we are 
in the same boat. 

I think that is all. 

THE WITNESS: Mr. Chairman, may I make one 
inquiry? In submitting these rates, which we put in as 


exhibit 98,. we ask that the Commission look into these 


ss 


it se = 


- Ree 


‘tas 
Wie a ‘7 


sit 40 sentient odd muitiw dom mt etd yA 
tot mob 393 od svat Li bw ew sdotdw stow at atdd <sodmedo 
sideligve ene eewgtt szodd ded? ema e¢tep me I bas a Ky 
[igo 289 ow lindane medt Yiqqee Jonmse ew it samaetg I bas - | 
| | <evawiter edt mo [7 
tantdsbommooos YIey 815. eqewlbes OAF Gh OW Bo Hh oy | 
“Woy Yo atieg Lerowes Gt laldd I \bemotdaem evad wor |S 
ie Hoos bong 8 eved od ett biuow voy ded? notantmdua Per 
ScQbory omidttam est bre soa weteh Iiglett emtdtrem. ‘edt 
mk ydebroe’ THOR tsid soy sagmes I yam bee. woktaudie 
. Ieseetiyes ov tieitito ald ot bedimtl toa at cosqeer atdd 
anid "oT roleetmius yx at bedete Ybeotls evel I as vad } 
et dt .aunivead xetilel ard 7S BSi7098 avo to sontvorq | 
ied? Jedd? Lobtapees at dt add somtvorg edd to wetviedd 1° 
add 9d illw holeatudue sue bee .bemtmaxe od sottaustia- | 
“99d esti siviass sid To snedat hewn: exociug edit es . 

Jisusssizes bas noteives s tant ,bedstiewr? ylegtel 
bas tnedal brig ssodiue @vl atvo yris. o¢ goA ontt to | 
dove ovetdos of evtdsette to4 odd gatqeed to bodjem s — 
S%S ow e2usritesg of bettoqe das Gest ed bivoda ,sesoqusq 
| -tsod femiboendinns 
tks ef teddy Matdt? I - 9 

eno sien I yam .temtedd oa ‘:BaaMPIW aut | 

as at tyq ew softeiw : Setey gaent pattttedve a 
sent otak doog. s10.L2.e Simo ead aii certs ty 


“ ANGUS, STONEHOUSE & CO. LTD. cCormick, cr-ex. 4667 
h) 


TORONTO. ONTARIO Smit 


and other such rates. Now, I am not trying to pass the 
buck, but if I am to do this work - if the Commission 
is going to do it, is there any need for me to hire 
people to get this information for me? 

THE CHAITRMAN: I think you can leave it with 
the Commission. 

THE WITNESS: Thank you, sir. 

THE CHAIRMAN: Mr. Hume? 


CROSS-EXAMINATION BY MR. HUME: 


Q.. Mr. McCormick, I represent the Canadian 
Trucking Association, and I have nothing to quarrel with 
in your brief, but I simply want to ask you a few 
questions. On page 5, if you will look at section 22, 

I am sieved that in the quick reading I gave this last 
night that it is not very clear what you mean when you 
speak about, "it would appear to us that these regulatory 
powers" - speaking of the powers of the Board of | 
Transport Commissioners - “have been used by the Board 

of Transport Commissioners more to protect the railways 
from the full force of competition than to provide the 
most economic means of transportation." 

A. Without going into a long explanation, I 
would refer you to a case which the Board of Transport 
Commissioners heard here in Winnipeg with regard to 
the through water and rail rates, and it was our submissio 
that at times it looked to us as though the Board of 
Transport Commissioners was giving gratuitous increases 
to the water carriers, which lessened the full powers 


of competition within the water business. This was the 
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Substance of our submission, and I will say in explanation 
that the Board threw it out, but that is what is behind 
it. 

Q. That is what you had reference to? 

A.) Yes. 

Q. Now, if you will look at page 7, section 27, 
you summarize your recommendation as to the national 
transportation policy, and to this you say, 
"Bach mode of transportation should be free to compete 
for any traffic that is available." Now, do I recall, sir 
having the pleasure of questioning you at the time of the 
agreed charges in Winnipeg about 1955; were you the witnes 
for the Chamber of Commerce when Mr. Justice Turgeon 
was here? 

A. I may have been. 

Q. My recollection is that your Chamber, and 
do I correctly assume that your Chamber, is opposed to 
agreed charges in that they tie a certain amount of freigh 
to a particular means of transportation? 

A. The Chamber has never admitted that, because 
it has taken the stand - I think we said at the time, 
and I am quite sure of this, that we were somewhat 
concerned about agreed charges and the result. We took 
the stand that this was a contract freely negotiated 
between two partners, and therefore it was a contract. 

Q. What do you mean then, sir? Is it to 
this extent, that each mode of transportation should be 
free to compete for any traffic? 

A. There should be no regulations, there should 


be no legislation that keeps them from competing. If the 
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carrier and the shipper by agreement - if I agree to truck 
everything for a particular shipper, then, that is an 
agreement between the two of us, and obviously I don't 
think any legislation should force us to let anyone else 
in between the contract. 

Q. You can assist the Commission and certainly 
me if you will indicate whether in the province of 
Manitoba, - I understand that you have regulations and 
rate regulations - is there any regulation that would 
prevent a highway carrier from making an agreement with 
a shipper that he would ship all his freight with hin; 
have you ever heard of any such agreement? 

A. I haven't heard of it. 

Q. Then, in Ottawa we had some discussion in 
connection with the hearing on the Crow rates, and after 
this proposal of the railways with respect to payments 
for grain, and I ask you if you would be good enough to 
assist me in this, that if in fact some re sdumananet ou 
is made and implemented providing for a payment , is it 
the view of the Chambers of Commerce that that should 
to the railways as it is under the Maritime Freight Rates 
Act, or should it be to the shipper to permit him 68 
select his own mode of transportation. 

A. I speak for only one Chamber, the Winnipeg 
Chamber of Commerce. I say that if flows from the 
recommendation that the money would be paid to the railway 
for the maintenance of track and facilities, not for 
moving the commodity. 

Q. But I put it to you that if, as a result 


of the entire inquiry, this Commission recommends that 
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there be paid a subsidy to pay for the movement of grain, 
if that comes about, would it be your view or do you 

have a policy as to whether that should be paid to the 
railways or should it be paid so that the shipper can 
then pick his own mode of transportation? 

A. We have no policy. In some other cases we 
have come close to it, and this is not a policy of the 
Chamber, but I simply am talking about discussions that 
have gone on. I think possibly there would be some 
favouring of the opinion that a subsidy should be paid 
directly to anyone who benefits, rather than its being 
paid indirectly. Now, if you were going to pay it direct 
to the farmer at the farm, this would follow, but if 
you were going to pay it to the railways to help the 
farmer - I don't think it makes any difference if you 
pay it to the railways and take something off the rate, 
or pay it to the railways and they apply it against the 
cost of operation; the effect of the rate structure is 
pretty much the same, isn't it? 

Q. Yes, but it may have an effect, Mr. McCormick, 
I suggest, on other means of transportation. 

A. It may have, but I say there is no policy 
determined in this Winnipeg Chamber of Commerce as to 
which way it should be. 

Q. My last question arises out of something 
that you said to my learned friend, Mr. Smith; you agreed 
with him that the for-hire trucks shouid be free to 
compete with each other, and I wanted to get it straight. 
As I understand it, in this province you don't merely 


have the filing of the terms, you do have truck regulations? 
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A. Yes, this province has full load regul- 
ations. 

Q. Thank you very much. 

THE CHAIRMAN: Mr. Sinelair? 

MR. SINCLAIR: Mr.Macdougall is going to ex- 
amine. How long to you intend to sit? 

THE CHAIRMAN: We will go until a quarter to 


one. 
CROSS-EXAMINATION BY MR. MACDOUGALL: 


Q. Mr. McCormick, I would like to say first 
of all that I should compliment you on the excellence 
of your brief and the tremendous amount of work which 
you have undertaken, ere to prepare this document, 
and in asking a few questions of you I would like to say 
that if I had more time to examine this brief in more 
detail, I am sure that my questioning would be, perhaps, 
a little more apparent and perhaps a little more search- 
ing, but it contains a great deal of information, and 
my questions will be directed to issues which I have been 
able to look at in the short. time I have been able to 
look at it. 

Now, on page 9, Mr. McCormick, you are there 
dealing with joint through rates, and in paragraph 38 
you make the suggestion sir, that the use of joint 
through rates shoujd be extended to water and truck and 
rail and truck shipments, as well as shipments involving 
other modes of transportation. 

Now, as you are aware, the sections of the 


Railway Act - Sections 341 to 346 - deal with the question) 
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of joint through rates, and they refer specifically to 
rail and water. 

A. Yes. 

Q. And is it your suggestion that the Act should 
be amended? 

A. I would think not at this point, I don't 
think -- 

Q. You have not got my point. If the Act 
should be amended, should it be to provide that when 
joint through rates are made, they should be able to be 
made through the various modes of transportation, so that 
if a shipper wished to ship by truck and water or truck 
and rail or air and truck, he would have the facility 
to do so? 

A. I think our feeling wuld be there should 
be no legislation that stands in,the way. 

Q. It should be permitted? Now, page 14 you 
comment there in paragraph 55 on the present switching | 
rules and the charges, and I would just make this comment 
and I would ask you to agree that the problem of inter- 
changing and switching rates, which was set down by the 
Board of Transport Commissioners! order No. 252 which 
was made in 1918 - obviously this is a matter for the 
Board of Transport Commissioners to handle, and your 
suggestion is that it should be looked at in the light 
of modern conditions and possibly amended? 

A. The conditions have changed so tremendously; 
and at that time the stations were eight miles apart and 
allowing a four-mile interchange you had practically free 


switching across the country, but now, assuming things 
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have changed -- 

Q. You think it should be looked at again? 

A. Yes. I would hope that the Commission 
might so recommend. 

Q. I think that the railways probably would be 
glad to join in that, because we think there is a great 
deal of merit in looking at the interchanging order, and 
the Board of Transport Commissioners are the authority 
for that. 

A. Yes. 

Q. Now, on page 22, Mr. McCormick, are the 
totals set out in paragraph 78, and you are dealing there 
with the comparison of western grain car loadings to the 
railway net revenue? : 


A. Yes. 
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Q. You draw from that table the conclusion 
which I believe you stated on page 23, paragraph 81, 
that in the years when over 300,000 cars are handled 
that the railways nets are considerably better than those 
years under 300,000 cars. 

Now, I would just direct your attention for 
a moment to the year 1950. In 1950, your table, in 
paragraph 78 shows that the total net revenue is 
ninety-seven odd million dollars, and the car loadings 
were two hundred and forty. thousand. In the following 
year, 1951, the car loadings in the last column moved 
up by over 100,000 cars, 347,000 cars. But the net 
revenue dropped from ninety-seven million to seventy-one 
million, which indicates that possibly the rule does 
not apply Ay 

Again, if you compare the 1951 figure, which 
I just quoted, to those of 1956, you see there that the 
car loadings stayed relatively static; 1951 being 
347,000; and 1956, 356,000. Whereas, from a revenue 
point of view, revenues went from 71 million to 112 | 
million. 

A. There were a number of rate increases 
during this time that had quite an effect up 
and down. We have tried and we concede we tried to 
generalize on the period. 

Q. Your point is that you are just generaliz- 
ing and averaging the situation. I just point out, 
when you look at a couple of specific years, it doesn't 
always follow? 


A. It doesn't particularly, in a year. 
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Q. Now, there is one small point on paragraph 
82, the last sentence in the paragraph on page 24. 

A. Yes. 

Q. Your reference there in the second last 
line to one cent per car mile. Should that not be 
per ton mile? 

A. Yes, you are right. Thank you for the 
correction. "Ton mile", 

Q. Paragraph 86? 
A. Yes. 
Q. I think that has been covered by 


Me. Smith. He has asked you for some information on 


that. 

A. Which we are now leaving with the 
Commission. 

Q. Pardon, sir? 

A. Which we are now leaving with the 
Commission. 


Q. Page 27, paragraph 92? 

A. Yes. 

Q. The recommendation there is that if any 
changes are to be made in the Crow's Nest Pass rates, 
the new rates should be based on the criteria laid 
down by Parliament in section 336 of the Railway Act 
and in accordance with the general application of thee 
criteria by the Board of Transport ees tad anes’ for 
Canada, Can you tell me what that means? I am puzzled 
by that. 

A. Well, actually, the section 36 -- for 


instance, in section 2 A, that orders the railways to 
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establish a uniform scale of mileage class rates. 
Technically, we haven't got a scale of mileage class 
rates; we have a scale of point to point rates based 

on mileage. I am advised by our transportation people 
that that is the effect. What we are suggesting is 
that the way in which this section has been applied 

in other ways -- in other words, basically rates should 
be related to mileage. 

Q. What you are saying is instead of having 
the Crow's Nest rates which are based historically on 
certain point to point rates, you should have a scale 
of Crow's Nest rates based on mileage? 

A. I would say mileage blocks. You see, the 
Crow's Nest Pass rates were hased actually on sub- 
divisions, because they were roughly 8 cents terminal 
cost plus 2 cents a subdivision. 

Q. Yes? 

A. Which, perhaps, reflects the fact that at 
the subdivision the engine had to be taken off and 
put back on. 

Q. What you are saying, then, is, entirely 
apart from. the question of subsidies, that the scale 
of grain rates should be provided to move Crow's Nest 
grain traffic? 

A. Yes, right. 

Q. On page 29, Mr. McCormick, and in the 
pages just previous to that, you are talking about the 
problems of passenger service and branch line service. 
And in paragraph 101, you make this statement, which I 
think you explained to someone earlier, that the railway 
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"rarely have the railways sought abandonment before 
operating costs were roughly something of the order of 
three times operating revenue". 

And do I understand your explanation. of your 
source for that statement is that you have looked it 

A. Just in looking at some of the applications. 
I am not suggesting that this is a rule-of-thumb or 
any standard way which the railways operate. 

Q... Don't you think that to draw this 
conclusion, perhaps, from that, that in those cases, 
at least, the railways felt that before they were pre- 
pared to meet what they knew was the position that 
problem would arise from such a emcees: of abandon- 
ment, that the case had to be an overwhelming one? 

A. I would assume - 

Q. Rather than taking a case where the 
revenues and expenses were not too far apart, they 
concluded that they should take those cases where there 
was a clear disparity between revenues and expenses. 

A. That would follow, I: think. 

Q. I think peenata that you would agree 
that is an indication that the railways have not 
attempted and today do not attempt to just abandon 
lines as soon as they see that they perhaps appear to be 
unproductive; that they come forward and they can see 
clearly that there is a wide margin between revenue and 
expense and no hope of the line paying its way? 

A. I think that follows. 

Q. Now, perhaps you would go this far with 


me: That today perhaps that situtation can change some- 
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what, and in view of the factors we have been talking 
about before this Commission, of the difficulties 
which the railways are faced with, that they should 
perhaps come forward a little earlier, and they should 
be encouraged, perhaps, to come forward at a time 

when the disparity between revenues and expenses is 
such that the variable ened of operation are not 
being met, and that there is no reasonable apparent 
prospeet that the variable costs will be obtained from 


the operation of the branch. Would you agree with 


that? 

THE CHAIRMAN: I think we will recess for 
lunch. 

THE WITNESS: May I answer that question 
first? 


THE CHAIRMAN: Certainly. 
~ THE WITNESS: I will just say that with all 
the “perhapses" you have put in, I would be inclined to 


agree. 


---Luncheon recess. 
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---On resuming at 2.00 p.m. 


MR. MACDOUGALL: Q. Mr. McCormick, at page 32, 
paragraph 112, you make this statement: "Withdrawal 
from an enterprise that does not succeed and that loses 
money is a normal course of action and usually is taken 
for granted as falling within the rights of management. 
As far as the railways are concerned, even when the 
railways can show that losses on a particular service 
are inevitable, and that other means of transportation 
are available, they still may not be granted permission 
to abandon it." 

Do I take it from that that you agree that when 
these conditions do exist that are spoken of here - 
the losses are inevitable and the other means of trans- 
portation available - that, generally speaking, would 
you agree the railways should be allowed to abandon? 

A. Provided the general peudis welfare is 
met. We recognize that in entering the service certain 
obligations are assumed and certain vested rights built 
up. Providing there is no hardship, within what the 
Board considers reasonable and fair. 

Q. Perhaps you would agree with this point: 
That if there is an over-riding public or national 
interest, as it may be defined by some body that would 
say, "Well, despite these losses it should be maintained," 
then that should occur? 

A. Right. 

Q. And if that national interest is not there 


and there is an alternative service available, then the 
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railway should have the right to get rid of the deficit 
service? 

A. I would have used the term “public interest" 
rather than “national interest". 

; Q. Well, we will sar, to define them? 

A. No. 

Q. Would you agree also that in those circum- 
stances where these applications would be put before the 
Board that those who would be proposing it was either 
in the national interestor that the alternate services 
were not available, and, therefore, the service should 
be retained, should have the onus of proving that? 

A. Oh, I don't know. 

THE CHAIRMAN: You mean they would be the 
plaintiff in the action. 

MR. MACDOUGALL: Q. Yes. 

A. The people who take the action -- I think 
it would be up to the railways who initiate the action. 

Q. Once that is done and the other-party comes 
forward and says they should not be abandoned a 

A. My feeling is that they would present 
evidence and it would be up to whoever judges the case. 

Q. But there is a burden, usually on one party, 
and I suggest the railways' burden is to come forward and 
say there are losses in certain cases and there are al- 
ternate services available, and it is up to somebody 
else to say --- 

A. That there is some public interest at stake? 

Q. Yes. 


A. Provided they have had adequate opportunity 
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and notice to do it. 

Q. Do you not think also it may be helpful 
to the public if the obligations of the railroad and the 
rights of the public were to be spelled out a little 
more clearly so everybody can see -- perhaps in the 
statutes? 

A. I suppose it might be helpful. 

Q. Would you agree with Mr. Parker who 
yesterday said he thought a more favourable climate 
for dealing with these problems should be created, and 
that might be done by making it a little clearer on the 

statute books to everybody concerned that the railways! 
obligations in 1960 were of a certain nature and the 
public's obligations were of a certain nature? 

‘A. I think that some clarification would be 
helpful provided we don't get into a whole mess of 
regulations and orders. 

Q. My point is that today in many instances 
the public feel there is no question that the euniesae 
must provide the service whether or not they lose money: 
I am suggesting that condition today does not exist, 
and the railways! obligation is to provide service 
provided it can pay for itself, subject to the national 
interest? 

A. I am not sure what obligations the railway 
took on when it went into a field and opened a branch 
line. I think there is an obligation to provide service 
until given permission by the Board to abandon it, and 
it must prove there are reasons for abandoning it and 


that any public obligation has been met first. 
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Q. I think the railways! obligation is to 
provide the service as long as it can support itself 
and the public need it, and where the point comes that 
it cannot support itself, then the onus is on somebody 
else? 

A. I would say it should be up for review and 
study. I am not going to say who the onus should be on. 

Q. You told one of my learned friends that 
in respect of these abandonment applications, or 
applications for changes in train service, that your 
Giemban neither supported the application nor did they ~ 
object to it: Did you not think there might be some 
great merit to the people of this part of the world 
if you were to support the railway in its endeavour to 
get rid of a service and get rid of the losses you 
have spoken of 2 

A. In the case of particular obligations? 

Q. Yes. 

A. This has been suggested in the council of 
the Chamber, that it should be considered; but, it has 
gone no further than that. | 

Q. On page 32, paragraph 113, you are talking 
here about the pattern of control which surrounds rail- 
roads, and you say, "...where controls are mE ae 
rule and freedom is the limited went en) provider a 
strong contrast to our belief, registered in our earlier 
comments es transportation policy, that ‘gentent by 
regulations should be kept to a minimum and should be 
exercised only when there is a clear need to protect 


some accurately defined public interest.'" 
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: I understand from your comment there that 
subject to important problems such as safety and protec- 
tion of the public interest, discrimination and things 
of that kind, that you feel that controls upon the 
railways' operations should be reduced toa minimum? 

A. Yes, this is a general suggestion. We 
haven't examined in detail the regulations that exist, 
but there is a general feeling that there is a terrific 
amount of regulation, and some of it has been in 

_ existence for a long time and should-be examined with a 
thay to either eliminating it or cutting it down. 

Q. In that connection, in paragraph 110, on 
the previous page, you refer to special items which. 
you show as being what might be considered unnecessary 
regulations? 

A. I would say this was designed to show the 
extent of the detail to which the regulation went. 

. Q. And perhaps you would agree with me that 
the time might be ripe when the legislation controlling 
railways might be systematically reviewedpot perhaps 
by this Commission but by some qualified body set up by 
the federal government to bring it up to date and 
eliminate the unnecessary regulations and make it a 
more workable thing for government railway operations? 

A. I would agree with you. 

MR. BALCH: Do you mean to over-rule the 
Board of Transport Commissioners? 

THE WITNESS: Oh; no. The Board of Transport 
Commissioners is an administrative agency; it carries 


out the Act, but the Act can be reviewed. We are 
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Suggesting perhaps it is time there was a comprehensive 
review of the act by Parliament or some oeendy? It is 
not a matter of over-ruling the Board. It is a matter 
of reviewing the terms eater which the Board acts. 

THE CHAIRMAN: The powers of the Board? 

THE WITNESS: Yes, and give some direction to 
the Board, and may suggest some new avenues. 

MR. MACDOUGALL: Q. I think in that connection 
your phrase at the bottom of paragraph 116 is perhaps 
descriptive of what you have in mind: "The neP ERY Act 
and the regulations flowing therefrom are still based 
on the philosophy of that period and certainly there is 
room for considerable up-dating and streamlining", 

AY’ Thatvis ‘right. 

Q. At paragraph 134, page 37, you there are 
referring to the incentive rates, and your comment is: 
"That the present practice of incentive loading should 
be extended by developing a system of incentive rates 
for heavier loading of railway cars by shippers." 

I suggest to you, for the record, that the 
present practice of the railways in western Canada, and 
indeed throughout the whole of Canada, is that they 
now have incentive rates, and they are having more all 
the time, throughout the country of the type you are 
referring to? 

A. Some, yes. We are suggesting the thing 
may well be done by a comprehensive rule which in some 
way related the decrease in the rates to the amount by 
which you exceeded the minimum carload. 


Q. Yes,iI think that is the principle, and 
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you are probably aware that the first incentive rates 
put in in Canada were put in in western Canada? 

A. Yes. We have this in groceries which | 
move at one rate for 20,000 pounds, and if they load 
it to 30,000 pounds they move at a lower rate. We 
think it could be done by a general rule. 

Q. Your suggestion is there should be much 
wider use of this incentive loading? 

A. Yes, it would lead to a more efficient 
use of the box cars, and in the case we mention they 
could have saved a haul of some 27 cars. 

Q. One last question, at page 40 of your 
brief, paragraph 148, where you state in regard to 
equalization, "That it study whether, and to what extent 
equalization has contributed to the solution of Canada's 
transportation problems." Do I take it from that that 
you are not sure whether equalization is a good thing 
or a bad thing? 

A. We are not sure whether the results have 
been good. We are concerned about this flow of traffic 
out of class rates into special rates. We know a 
measure of that - I don't know how much - was caused by 
competition. We believe some of it was caused by the 
fact that the class rates were such that on particular 
hauls they would not move the traffic. 

Q. We have had the problem in Canada for many 
years of competition coming in and undermining the class 
rates? 

A. Yes. 


Q. And you can't blame them too much for that 
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-- that is a natural process in competition?. 

A. What we are suggesting is, and I suggest 
it is no more than a suspicion or thought or belief, 
that some of this movement away from class rates has 
been caused by the very structure of the class rates. 

Q. And you have a doubt that equalization is 
really a benefit for the people? 

A. Well,there have been benefits but we are 
finding now difficulties when we get down to commodity 
rates in applying the equalization yardstick applied 
to class rates. The yardsticks may be a little bit 
wrong. 

Q. The commodity rates certainly impose an 
extreme difficulty in trying to impose equalization 
mile for mile, don't they? 

A. They do. Our observation would be that 
no branch line gets build these days unless it is built 
to move a commodity, and this is the basic traffic, 
and if your equalization yardsticks don't apply in 
the case of commodity traffic, maybe you should take 
a look at the yardsticks rather than say, "We have 
decided them on the class rates which are high value for 
a very little proportion of the total." There may be 
nothing wrong; we see some of the difficulty in applying 
these yardsticks, or whatever they are, to commodity 
rates. 

Q. And it is probably reasonable to think that 
the competitive forces which are the natural forces 
which deal with transportation costs in Canada are perhap 


as good a form of control as we might expect to have of 
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the type of rates we have? 
A.’ On the level of rates? 
Qe Tes? 
A. I think so. 


CROSS-EXAMINATION BY MR. SINCLAIR: 


Q. Mr. McCormick, I know by the work you have 
put in on this brief that it deserves most careful 
attention. Unfortunately, I have not had time to give 
it that close attention and it may well be that 
Canadian Pacific will deal with parts of this brief by 
way of introducing evidence concerning some of the 
matters that are raised here. 

THE CHAIRMAN: I think you would expect that. 

THE WITNESS: We would. We would hope for it, 
Mr. Chairman. 

MR. SINCLAIR: Q. My friend, Mr. Dickson, 
skirting around a legal question, put to you that there 
was a body of opinion in your Chamber that the Crow's 
Nest pass agreement was still in existence, and your 
answer to him, as I noted it, was that that was right. 
In answering in that way did you mean to convey that 
there was also some opinion in your Chamber to the 
opposite? 


A. I would say this, Mr. Sinclair, that in 


the discussions in the council of the Chamber the matter 


was referred to by two of the legal men who sit on that 
council saying that this was a debatable point - a 
debatable legal point. Probably I should not say 
"debatable". It was on which legal opinion was divided. 
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This does not say the other existed. There are some 
people who felt as was suggested, and expressed that 
opinion. On the other hand, the brief was approved 
with some amendments in the way in which it was written. 
We are rarely unanimous. 

Q. You would not expect to be unanimous? 

A. We would not want to be. 

Q. You would not expect to be unanimous 
on such a matter as that raised with you by Mr. Dickson? 

A. Not where there is opportunity for other 
opinions, no. 

Q. Mr. Smith asked you if you knew of any 
protest other than your own concerning na vennuent action 
which resulted in a change in the subsidy percentage 
under the Maritime Freight Rates Act with respect to 
certain shipments. That was in 1957. I think you said 
that you didn't knw of any? 

A. Not on that specific point. I know of 
other protests at various times to the Jutimiinak over 
making changes in an act by virtue of including an item 
in the budget, but on that specific point I know of no 
other. 

Q. In regard to freight rates, it is very 
clear, I think you will agree, that it is extremely 
difficult indeed -- it may be better expressed as being 
"impossible", to determine what protests were made 
by whom before certain government action is taken in 
regard to freight rates? 

A. Yes 


Q@. In regard to incentive rates, was the 
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view of your Chamber that incentive ates should be 
made by general application, as I take it? 

A. Let me say this: There are certain 

incentive rates which. are from one place to another. 
We have been talking about incentive loading, which is 
evans just a little different. We are suggesting a 
general rule applying to encourage heavier loading of 
box cars. Do I draw that distinction, Mr. Sinclair? 

QQ. Yes. If you have incentive loading rates, 
this can be a disadvantage to the smaller shipper? 

A. It could be, It could be certainly of more 
advantage to the big shipper. | 

Q. And if incentive loading was made by 
general application, gear small shippers might very well 
be disturbed? 

A. This would be an extension of the difference 
as between 1.c.1. and car load rates. It depends on 
where you draw the line between small and big shippers. 

Q. In regard to the method: I think you 
answered some questions in that regard to my friend 
Mr. Smith. Would you agree that any decrease in rates 
by percentage would keep the cents per 100 pounds 
reduction in relationship to length of haul? 

A. Yes. 

Q. When rates are decreased by a fixed 
number of cents per 100 pounds, it is to the advantage 
of the short haul shipper and to the disadvantage of 
the long haul shipper? 

A. Right. 


Q. And if there is any compromise between the 
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two methods, what is happening is a disturbance of the 
existing taper in the scale? 
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Q. I have spoken to you about decreases in 
rates. Of course, the same principles apply with respec 
to increases in rates? You are nodding your head? 

Be, Yt t-am sorry. 

Q. Mr.Macdougall asked you a few questions 
on your page 22; do you have that before you? 

De Xen 2 

Q. Now, you used Canadian National net 
operating revenue and Canadian Pacific net earnings to 
arrive at total net, as you call it. 

A. Yes. 

Q. Now, Canadian Pacific net earnings are 
after equipment rents, joint facility rents, taxes 
and including income tax; you recognize that? 

&. Wer. 

Q. But the Canadian National figures are 
before these expenses? 

Avy, Yes. 

Q. So that changes in the income tax rate 
in any of those years could affect the result? 

A. Changes could. | 

Q. And changes in wage rates, particularly 
retroactive wage increases could affect the result of 
both Canadian National and Canadian Pacific. 

Acon¥es. 

Q. In spite,.of these disabilities, 
Mr,Macdougall has pointed out that in 1948 to 1949 the 
number of cars of grain increased and the net revenue 
is shown in the table as a decrease. Now, you point 


out on the other hand, that from 1949 to 1950, while 
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there was an important decrease in cars of grain, the 
net revenue showed a substantial increase. Did you 
point that out? 

A. yes. 

Q. And in 1951 grain increased and net 
revenue increased as compared with the previous year, 
and the same was true with respect to 1952 and 1953? 

A. Yes. 

Q. Basically, Mr. McCormick, there are so 
many factors involved in the determination of revenues 
and expenses, particularly unusual factors applicable 
to the Canadian Pacific net, particularly income tax, 
that it is a very difficult thing and you might very 
easily be misled by making comparisons such as this. 

A. It could. We drew that simply as an 
indication of a period. We could extend the explan- 
ation. 

THE CHAIRMAN: There is no intention to mislea 

THE WITNESS: No. 

MR. SINCLAIR: I said that you could very 
easily be misled, I am not suggesting the Commission is 
being misled or that Mr. McCormick intended that to 
result. It is a kind of a little bit of calculation 
that sometimes is used by some outstanding newspapers 
in western Canada; have you ever seen it in any of 
those newspapers out here? 

A. I know that one newspaper did use those 
figures after we had produced them. 

Q. Well, they used them before you produced 
them, didn't they? You are thinking of the Free Press 
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“ ANGUS, STONEHOUSE & CO. LTD. McCormick, cr-ex. 4693 


TORONTO, ONTARIO (Since Lair ) 


A. I don't say that we borrowed them from 
anyone; those certainly were not borrowed from any 
newspaper. 

Q. Now, you made the comparison on page 24 
of the Crow's Nest rates with livestock rates. You 
would agree, of course, that the variable cost figure 
that you used, .74 cents per ton mile for the handling 
of grain to export positions, is an Boannue resulting 
from the entire movement of the grain in western Canada 
to export positions? 

A. Yes, that is what we have considered it 
to be. It is on that basis that we worked this out. 

Q. And you know that the average revenue 
per ton mile for that traffic is about .5 cents per 
ton mile? That was in the same.material. 

A, 288, 

Q. And you also know that grain, under the 
Board's waybill analysis that you were using, I take 
it, that it is about 54 tons to the car? 

A... Yes. 

Q. But for livestock it is less than 12 
tons per car? 3 

A.o.¥es, that is the point. 

Q. And that on the per car mile basis, grain 
on your calculations would be about 27 cents per car 
mile? 

A. Grain would be worked out at 40.64. 

Qvnn.Per car mile? 

A. Yes, per car mile. 


Q. For how many miles? 
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~ ANGUS, STONEHOUSE & CO. LTD. McCormick, cr-ex. 46o4 
TORONTO, ONTARIO (Sinclair ) 


A. .74 cents a ton mile, and 54.92 tons per 
car. 

Q@. 54.1 is my figure. Well, in any event, 
you will agree, Mr. McCormick, that the car mileages 
and the comparison of car mileages are ones that only tell 
part of the story? 

A. They do tell part of the story. 

Q. They tell part of the story only? 

As Yes. 

Q. And that you wouldn't suggest that freight 
rates be fixed on the basis of car miles earnings, do you? 

A. No. 

Q. And that a'test of a just and reasonable rat 
is not found by considering car uiterguue 

A. Not of the rates, but it is a good indicatio 
of revenue. | 

Q. Now, on page 34, Mr. McCormick, you on 
behalf of the Chamber had something to bring to the 
attention of this Commission concerning labour matters, 
the working conditions on the railway. There are, for 
example, in the printing trades, working conditions that 
result in substantial amounts of what is sometimes referre 
to as featherbedding? 

A. It is possible; I am not aware of it. 

Q. Have you ever had the advantage, Mr. McCor- 
mick, of seeing the Canadian Broadcasting Commission 
putting on a production? 

A. Yes. 

Q. You have had that advantage? 


A. -Yes. 
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(Sinclair) 


Q. Would you, from watching that performance 
being performed, and getting ready to perform the perform- 
ance and seeing the way that people work around there, 
would you think there would be anything that could be 
described as featherbedding around that type of an 
operation? 

THE CHATRMAN: Well, I think, Mr. Sinclair, 
we have enough to worry about without the C. B. C. 

MR. SINCLAIR: My point is this, sir, and 
I think it may be about time that it was brought to the 
attention of the Commission; that there is a lot said 
about featherbedding on the railways and we are the last 
to say that there doesn't exist in any industry some ways 
where improvements cannot be brought about. The sugges- 
tion-that the railways are leading the parade in this 
featherbedding situation in Canada is certainly wrong, 
and it was with that in mind that I was directing certain 
questions to the witness. 

THE CHAIRMAN: You have said your statement. 

MR. SINCLAIR: I would also like to go one 
step further with the witness. 

Q. You made reference, Mr. McCormick, to the 
situation and based on certain facts in the United States. 
Now, the situation in Canada in this regard, that is, 
the work rules, they are substantially different than 
those which exist in the United States in many important 
particulars, did you know that? 

A. No, we were not aware of it. We knew you 
were operating in many cases with the same unions, the 


same unions on an international basis. 
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Q. But you do know, Mr. McCormick, that we 

3] dealt with that in Canada? 

4 A. Right. 

5 Q. And in accordance with the Canadian 

‘ appraisals of the situation as they exist in this country? 
A. That is right. 


7 
‘ THE CHAIRMAN: And your statement for the 
record is that there is a great deal of difference in 
i the United States? 
sat MR. SINCLAIR: That is right. 
THE CHAIRMAN: Your statement is that the rules | 


12| are very different in the States in this regard? 


13 MR. SINCLAIR: Yes. 

14 THE CHAIRMAN: And lend themselves more to 

15 what is known as. featherbedding, 

6 MR, SINCLAIR: Q. My first point is this, sir, 
that this suggestion that the railways led the parade -- 

i A. There was no suggestion to that extent. 

7 Q. That that is wrong, and secondly, that 

19 


there are marked changes and differences between the 
20|| working rules on the railways in the United States and 


21|| those that exist in Canada; those two areas. 


22 THE CHAIRMAN: You can just leave it at that. 

73 MR, SINCLAIR: Thank you, Mr. McCormick. 

an THE WITNESS: Mr. en poet may I make just one 
correction in the statement of net earnings which we 

ic applied to the C. P. R. We took it from here, which we 

26 


took to be the difference between railway revenue and 


27 railway expenses on page 36 and 37 of the 1958 annual 
28 || report. 
29 


30 
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“ ANGUS, STONEHOUSE & co.tto. MCCormick, cr-ex. 4697 
TORONTO, ONTARIO (Sinclair) 


THE CHAIRMAN: The report of the railway? 

THE WITNESS: Yes, sir, the Canadian Pacific 
annual report for 1958, pages 36 and 37. 

MR. SINCLAIR: Q. You did what? 

A. The figure we used is the difference 
between the column "Railway Revenue" and the column 
"Railway Expense" which gives a figure of nét earnings. 

Q. Yes, but my point, Mr. McCormick, so that 
you may understand it, that in respect of Canadian 
Pacific when these figures are used it is clear -- 

A. We didn't think it included income tax. 

Q. But it is very clear that it does? 

A. Yes. 

Q.- And it also includes joint facility rent 

and hire equipment. There is a marked difference 
between that figure and the one’that you have used for 
Canadian National. 


THE CHAIRMAN: Any questions, Mr. Mauro? 


RE-DIRECT EXAMINATION BY MR. MAURO: : 


Q. I just have one item which I want to touch 
on. Mr. McCormick, you mentioned that the Winnipeg 
Chamber of Commerce was not in favour of other assets 
or other income being brought into the situation of the 
general income and the rail requirements formula, etc. 

Ay, Yes. 

Q. But you do say that in the case of the Crow's 
Nest investigation, that the Commission should take a 


comprehensive look at everything received by the C. P.R. 
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ANGUS, STONEHOUSE & CO. LTD. McCormick re-dir 6 2 
TORONTO. ONTARIO (Mauro ) tninttg " 9 


A. Which flows from the agreement. 

Q. And it is this agreement that makes a 
group of honourable business men, such as the Winnipeg 
Chamber of Commerce, make a recommendation such as that? 

Ae Yeas 

Q. And if there was another agreement under 
which obligations were created and consideration flowed, 
a group of honourable business men such as the Winnipeg 
Chamber of Commerce would similarly apply that principle 
with regard to this action in considering other assets 
and earnings, and you would want to take a look at that 
agreement and see what the railways received, and if 
they came to the conclusion that they had received certai 
valuable considerations, that they would treat that in 
the same manner in which the Winnipeg Chamber of Commerce 

A. If it flowed from the agreement. 

MR. SINCLAIR: I am sorry, but I didn't know 
that my friend was goin’ to ask some questions about a 
matter like that, and with the Commission's pleasure 
I would like to now ask Mr. McCormick some questions 
arising out of the questions of my friend. 


THE CHAIRMAN: All right. 


RECROSS-EXAMINATION BY MR. SINCLAIR: 


a es McCormick, in regard to the Crow's 
Nest agreement, I suggest to you that the reason 
your brief said that they looked at the advantages -- 


A. At the things that flow from the agreement. 
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~ ANGUS, STONEHOUSE & CO. LTD. McCormick, recr-ex. 4699 
TORONTO. ONTARIO (Sine lair ) 


Q. The things that flow from the agreement, 
was because that agreement provided for certain rate 
reduction? | 

A. That is right. 

Q. And any other agreements that didn't have 
such a situation would be materially different, and 
that would be why you wouldn't take the same position? 

A. That would depend on the agreement. I 
don't want to get into that. 

Q. But you have nothing in your brief to 
indicate that the Chamber had considered this issue 
about any other thing? 

Ay » No. 

Q. So, when you gave that answer you were - 
when you gave that answer to my friend Mr. Mauro - 
you were not trying to say that that was a policy of 
the Chamber? 

A. No. 

Q. it was at most a personal opinion? 

AX It would be a personal opinion and the 
extension of the policy. 

Q. Even though there would be differences, 
it would be an extension? 

A. I said that the agreement would lsve to 
be examined before the Chamber could express an opinion. 

Q. And on the second issue of another agree- 
ment, they haven't? 

A. No. 

Q. Thank you. 

THE CHAIRMAN: Thank you, Mr. McCormick. 
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You have made a very valuable contribution, and we 
thank you and the Chamber. 

THE WITNESS: Thank you, sir. 

THE CHAIRMAN: There may be some questions 
from the members of the Commisgion. Mr. Balch? 


CROSS-EXAMINATION BY MR. BALCH: 


Q. I just have a couple of questions, 
Mr. McCormick. In paragraph 110 you say, "Virtually 
everything pertaining to the physical characteristics 
of any new rail line is subject to the approval of 
the regulatory authorities. Stations, locomotives 
and rolling stock, maintenance of locomotives and 
equipment" etc. Do you suggest there that the safety 
regulations should be relaxed? 

A. I am suggesting they should be reviewed; 
I am not sure that any regulations necessarily should 
be relaxed, but I think there is room for taking a 
look at all the regulations. 

Q. Now, at paragraph 111 you say, "There is 
a code of rules covering detailed operating procedures 


for train movements," 


and are you referring to the 
operating rules when you mention that? 
| A. Yes. | 
Q. And you think that they should be 
relaxed? 
A. No. What we have done here, Mr. Balch, 
and I am sorry if there is an inference there, but 


what we are trying to do is suggest that in practically 


every field of activity there is something set down in 
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a regulation as to how they should do it, so what 

we have said is simply that we haven't suggested 
anything should be relaxed, but we suggest a careful 
review be made of the multiplicity of the regulations 
with a view to streamlining them and leave the railways 
with time for other things. 

MR. BALCH: Well, I think the Canadian Pacific 
is doing the same thing in streamlining their rates. 

THE WITNESS: We are glad to hear it. 

MR. BALCH: But they have to be kept up for 
the sake of the public. 

Now, another question is the increase in 
productivity. You say in paragraph 117 to realize 
the full economies from these vast capital outlays to 
modernize the railway system, there must be a corres- 
ponding increase in productivity. Over the years 
do you know or do you not know that the increase of 
the railways in productivity has grown enormously. 

THE WITNESS: We know there has been an 
increase, Mr. Balch; what we ask is some assurance 
that there shouldn't be more. I think that is all we 
ask. We are not sure. 

MR. BALCH: I think that the railway manage- 
ment is looking after that at the present time fairly 
well. That is all, thank you. 
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COMMISSIONER GOBEIL: I have a few questions 
about those aspects brought up by Mr. Brazier. First, 
I would like to point out to you paragraph (a). You 
know, when you mention Manitoba, after a few days here 
I feel I am also a St. Boniface boy. 

THE WITNESS : As a citizen of St. Boniface, 
Mr. Gobeil, I am pleased to hear that. 

COMMISSIONER GOBEIL: Thank you. 

Mr. McCormick, you were questioned by 
Mr. Brazier this morning in connection with those rates 
from Montreal to Vancouver; you know? I don't mean 
to defend Montreal, because I am speaking as a westerner, 
but you said that the railways were at liberty to 
establish competitive rates if they wanted, and you 
maintained, too, I think, if I am right, that if they 
established competitive rates you should put it all 
for Montreal to Vancouver -- that they should have 
been at intermediate points? 

THE WITNESS: Something on the same basis 
should be available at intermediate points if people are 


competing. 


COMMISSIONER GOBEIL: Yes. If the railways 
had decided not to apply those competitive rates, what 
do you think would have happened? 

THE WITNESS: They might have lost the business 
out of Montreal. 

COMMISSIONER GOBEIL: Montreal would have had 
the same rate, anyhow? 


THE WITNESS: Lower rates; lower service. 
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Thirty-five days as against six or seven. 

COMMISSIONER GOBEIL: And Winnipeg would have 
been placed on the market the same? 

THE WITNESS: It might have been. 

COMMISSIONER GOBEIL: As a result of that -- 

THE WITNESS: It is not -- I am sorry that 
we probably gave you the example of Montreal and Van- 
couver. Perhaps it is a good thing we did, but the 
principle that we are trying to get at is the discrimin- 
ation against the intermediate shipper by the way in 
which the railway heatn the competition, putting in a 
competitive rate. 

COMMISSIONER GOBEIL: Would you know of any 
firm which has been hampered from moving from Winnipeg du 
to those competitive rates? 

THE WITNESS: Not for those reasons, that I 
know of, no. 

COMMISSIONER GOBEIL: And as a result of the 
competitive rates, do you know of any agreed charge which 
has been made from Winnipeg to Vancouver? 

THE WITNESS: There have been some fixed 
charges, I think, put in on the basis of some of these, 
which flowe from the agreed charge. 

COMMISSIONER GOBEIL: I was wondering if it 
was possible that -- you call that captive traffic, I 
believe -- I assume this railroad wants to keep it 
captive, but they do not want to kill it, apparently; but 
there might have been an agreed charge as a result of 
this? 


THE WITNESS: There have been some. 
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COMMISSIONER GOBEIL: Thank you, sir. 

COMMISSTONER ANSCOMB: In your recommendation 
91 at 139, which you have just been talking about with 
my learned friends down there, there seems to me just 
a little conflict of principle likely. But I do not 
want to discuss that with you at the moment. 

Let us assume that there was not very much 
of a controversy in any compensation in grants and such 
like. It is the view of the Winnipeg Chamber of Commerce 
that the railway , as @ railway, should stand on its own 
feet? 

THE WITNESS: Right. 

COMMISSIONER ANSCOMB: Thank you. 

COMMISSIONER MANN: Mr. McCormick, first of all 
may I say I think we are all very much indebted to the 
Chamber of Commerce for what is an extremely provocative 
brief, and I use that word "provocative" in the best 
meaning of that term. 

You discussed with Commissioner Gobeil the 
question of competitive rates and the position of inter- 
mediate points. 

In your opinion, would there be any assistance 
given to intermediate points if the one and one-third 
rule were applied to agreed charges and competitive rates 

THE WITNESS: This is a snap answer, Mr. inn 
withoutfoo much knowledge. I don't know. My first 
impression would be that it would not matter very much. 
Now, I say that, as I say, without too much knowledge 
and certainly with no precise knowledge. 

COMMISSIONER MANN: The reason I ask that 
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question, Mr. McCormick, was because in paragraph 4 

of your submission you state that for Alberta substantial 
benefits have flowed from the introduction of the one 
and one-third rule? 

THE WITNESS: That didn't help Manitoba at 
all. 

COMMISSIONER MANN: Did it help Alberta? 

THE WITNESS: We think so. I know of one case 
where it helped British Columbia, and I know of one 
distributor here who has had to open an office in 
Vancouver in order to serve Alberta. 

COMMISSIONER MANN: Mr. Frawley whe, as you 
know, represents Alberta -- 

THE WITNESS: We have missed him here today. 

COMMISSIONER MANN: We certainly do miss 
him. He referred to the one and one-third rule only 
two months ago as a dead duck. I wonder whether you 
agreed with that? 

THE WITNESS: I don't know. We would be happy 
if it were, perhaps. 

What Mr. Frawley was pointing out was that 
agreed charges have lessened the impact of the one and 
one-third rule. It is not the one and one-third, but 
the agreed charges that flowed from it. 

COMMISSIONER MANN: I was wondering if you 
could tell us whether, in your opinion, the principle 
of the one and one-third rule applied to agreed charges 
and competitive rates would be helpful at intermediate 
points in meeting the problems you have set out? 


THE WITNESS: I don't think so, but, as I say, 
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I say that without too much knowledge. 

COMMISSIONER MANN: On page 5 you have 
a recommendation with regard to development of a 
clear and comprehensive national policy. We have had 
an extremely interesting suggestion from the province 
of Manitoba, which is rather similar in principle to 
this, and the province went a little further and sug- 
gested, without committing itself, a certain mechanism 
by which this could be brought out. You are familiar 
with the provincial submission? 

THE WITNESS: Yes. 

COMMISSIONER MANN: Would you think that a 
creation of a body such as contemplated even roughly 
by the province would be helpful in bringing about 
what you have in mind? 

THE WITNESS: Mr. Mann, I heard the brief 
submitted by the province. My impression of it -- 
and this was just from listening -- that this was 
probably going to be a sort of bureau of research in 
transportation economics. 


COMMISSIONER MANN: Well, from my understandin 


THE WITNESS: Maybe I am wrong in this. This 
was the line of thought that I pursued when I heard it: 
If there is going to be a research body set up to do 
this, the two might well be put together. But, you 
have that condition before you start that someone has 
got to determine some kind of an over-all policy for 
transportation in this country, we feel; and that is 


the function and the job of government -- to lay down 
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some sort of policy. It can seek what advice it 
wants; it can set up what people it wants to study ard 
advise it; but, basically, we say there is at the 
minute no comprehensive philosophy of transportation 
that governs the operation of these bureaux and 
departments and so on. 

COMMISSIONER MANN: It would be your hope, 
or the hope of the Chamber, that this Commission would 
be able to develop some suggestions for such a compre- 
hensive policy? 

THE WITNESS: It would be my hope that 
it might start in that way. It might find that it 
needs something to be done by some other body, or 
in some other way. I would hope by this Commission's 
sittings that we would start to get some sort of a 
declaration of a national transportation policy. 

COMMISSIONER MANN: On page 11 of your 
submission, and particularly in paragraph 45, you have 
a recommendation that the principle of Canadian 
Freight Association Tariff No. 6 should be applied to. 
cover the whole of Canada. Have you ever taken this 
up with the railways? . 

THE WITNESS: We did. We did, at the time 
the tariff was issued. We suggested that the allocatio 
of a similar tariff to cover western Canada was dis- 
crimination, And their reply was, in substance, that 
there was not enough inter-line movement in Canada to 
justify publication of a point to point tariff. And I 
am not sure I would want to suggest all the work 


involved in setting up a point to point tariff to cover 


- 


hus ybode: daddies hh eanoeis fae ou ton nue a 
ont ts st emedd ye ow \ulhealasd | ud id ; 


.sqon avoy ad Bluow cL :MHAM MAMOLGRIMMOD: 4) 4in0 
bivow moleaimiod. std? Jedd .tedaadd edd Io sqod eid 0, 


| -sigsioo 8 Howe tol aenotieesgus- emma goleveb ot elds ed - 
| Pha) Pp Yyotiog av Laned 

| | 
: 

) 


heres egond: ya od, biwow vl :882NTiwW aT } 
fi todd Sekt digtm AT .yew deride tumte ditgtm 32 


2 wodee bem) atas yd econ bivew I .ysw terite omos fut 
& Yo doa emoe Joy oF Juste, bivow ow tadd agattdte 
YoiLog gottesroqenstd: Lanotdanvs to motdsislosb 

Iwoy to IL egeq 20 :AHAM AMWOTSRTIMOD | 
evan voy _ at ididie ntauetsnee pik Uluslvotiasa base ,.nolaetmdyae 
netberns) to siqgiomtaq end dest nolisbaenmoer 8 
Od betiggs sd blwotle 0 .o Titast? moda beowen tigtes® 


x 
| 
; 


elit aeiss weve voy svsH .sbhsnesd ‘to eLosiw edit tevoo. 
‘Tayewlisa edd diiw qu 

emt? 649 ds bhD oW .bkb ew + BemwErW ar 

Vi otssoolle said sends beduesgus ow -heveet asw Titisd edd 


“Bib esw sbhens>. nuetiow reveo OF Wises rsliate s to 
tsdv ,eonssadve ot ,asw yfqea aledd bak .notdaniatro 
ov sbans) nt dnomevom onki-~sednt dyvons ton eaw ered 

T BOA .Yilsed dato od datog # te mokteotiduq ytteaut 


a 


| a Bae i y MA 8 = TA: hind halal a 


coitsd mqamstt to wiqueoLisia evinamedetamoo, asian 
bas asians ouodit ‘to. MOLISLGIO ols anxeves dsdd 
fo Of bas admemissqeb | ; 


10 .Ybod sedtdo amoe wd one od ot gnisdvemos sheen 


wirow sat Ifs Hiei esin og dnaw Silvew I oie. hams me | 


oe wh rr 


“ ANGUS. STONEHOUSE & CO.LTD. McCormick 4708 
TORONTO, ONTARIO (Mr. M. ) 


all the points in Canada. We suggest that is not 
necessary. We think the thing can be done by a 
comprehensive rule, without getting into this rule of 
a point to point tariff. 

COMMISSIONER MANN: Just one more question, 
Mr. McCormick. On page 29, paragraph 101, you deal 
with branch lines, and you state at the end of the 
paragraph: 

"Naturally, there usually is opposition in 

the areas served and the Board of Trans- 

port Commissioners in applying the law, 

have made it difficult to abandon services, 

once they are instituted." 

Could you give us an indication of how 
often the railways have been turned down in the last 
two years on abandonment applications? Have they 
been rather more successful or less successful? 

THE WITNESS: On abandonment of services -- 
I don't know the score én abandonment of branch lines 
-- but, on abandonment of services in this region, they 
have been -- I hazard a guess, without too much detail 
-- but, I have the impression they have been, on the 
whole, a little more successful than less successful 
lately. 

| THE CHAIRMAN: Mr. Mauro? 

MR. MAURO: The next submission is on behalf 
of the Manitoba Federation of Agriculture, 
Mr. S, E. Ransom and Mr. Robert Moffat. 


MOFFAT, Mr. Robert, called. 
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2|| SUBMISSION OF MANITOBA FEDERATION OF AGRICULTURE. 


3 
MR. MOFFAT: Mr. Chairman, with your permission, 
4 
we propose to divide the reading of this brief. 
5 


Mr. Ransom, the president of the Manitoba Federation 
6| of Agriculture, will commence to read it, and I will 
7| take over from him after we get started a few pages. 
8 I wonder if, before we begin, we could have 
9 some indication when you propose to break for recess. 


THE CHAIRMAN: Very shortly. It is almost 


a 2.55. How long will Mr. Ransom be on? 

‘3 MR. MOFFAT: He is only going to read the 

iF first few pages. 

od THE CHAIRMAN: Maybe we can break then. 

id MR. MOFFAT: Yes. 

15 RANSOM, S. E., called. 

6 MR. RANSOM: Gentlemen, the order-in-council 

ad creating your Commission states that you are appointed: 

18 "to inquire into and report upon the problems 

19 relating to railway transportation in Canada an 

20 the causes therof, and to recommend solutions 

a1 thereto". 

22 The Manitoba Federation of Agriculture welcomes 
such an inquiry and is pleased to make this submission to 

a you. Few, if any, questions are more fundamental to the 

i welfare of Manitoba farmers than the provisions of adequatie 

25 


transportation facilities at reasonable cost. Located 
26|/| as Manitoba is at the geographic centre of Canada we 
27|| are dependent upon longer overland movement of. our 


28 || goods than almost any other area in the world. 
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Because of the specialized nature of Manitoba's 
farm resources and the long distances from major manu- 
facturing centers we move our outbound products and our 
inbound supplies over distances that are equalled by 
few other areas. The great national railway systems of 
Canada were created for the express purpose of irre tae 
about large scale settlement in western Canada and this 
could only be done if transportation facilities were 
available for moving prairie agricultural products to 
world markets and for bringing in farm equipment, 
farm supplies and the personal and household needs of 
farm families. From 6Re déide ler view of Manitoba 
agriculture the fundamental point is that Manitoba 
farms cannot exist without rail transport but the total 
cost of rail transport to Manitoba farms etude be kept 
as low as possible consistent with continued operation 
of an acceptable standard of service. 

For this reason we welcome your inquiry into 
"the problems relating to railway transportation". 

We are pleased to see that it is directed toward the 
whole of railway operations and that no one part has 
been singled out for special attention to the exclusion 
of other features. 

The Manitoba Federation of Agriculture: 

Before presenting our views on the subject of your inquir 
we believe it is proper that we provide you with a 
statement of the extent of our membership and the method 
by which the opinions of our members are determined and 
expressed. 


The Manitoba Federation of Agriculture, as its 
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hame implies, is a federation of agricultural groups in 


Manitoba. Its board of directors is made up of seven 
members elected by the annual meetings of individual 
farmer members in the seven districts of the province, 
together with one representative of the women's groups 
associated with the federation, one representative from 
the youth groups associated with the federation, one 
member from Manitoba Pool Elevators, one member from 

the United Grain Growers Limited and two members from the 
other farmer controlled producer co-operatives in the 
province. 

The federation is a long established 
association of farmers and farm controlled associations 
which seeks to represent farmers and farm families in 
all parts of the province. [In 1958, a new organization 
known as the Co-Operative Union of Manitoba was organized 
and took on the function of representing the co-operative 
of Manitoba in matters which are peculiar to co-operative 
organizations. Formerly, the Manitoba Federation of 
Agriculture and Co-Operation had performed both 
functions. 

Our membership through individual farm units 
and AN memberships represents over 35,500 agric- 
ultural prcoducersfin this province. 

The aims and purposes of the federation are: 

(a) to promote the social, economic, physical 
and cultural well being of the people of rural Manitoba; 

(b) to represent its members before govern- 
mental and other authoritative bodies; 


(c) to assist in formulating and promoting 


ecco Si te: ask 
isubivibat 6 b3s | 
.somiviony ord to wiiokwhnih MONE a ahah 
nquo%g a'nanow sd¢ to avidetases ve sat 
mort evidetaesorget eno soLsssebe? only Ag tw 
eno <AShdenebst edd cidtw. botatooaas sear Aiea ad 
moxt redmen ono ,erodevela Loot edodinat mor? redmem 


Se ee ee 


erid mort eaedmes ows bas bedtait etowos ate betinw ould 4 
oat mt seitieenaiadinns ssouhorg beliottaoo iserist sedto | |% 


.eontvorq | il 


berelidedes gaol s at nolderebet ef? |. , | 
eno iehooses beLlowtnes must bas etemisi to aottstoonas 
of votline? arg bis ersMmist tnsasiqe1 ot asleee sio.tcw 
-soniverg edd to atieq Lis 
Sssiaagio ssw sdodiasM to notalj oviteitaqO-o0 eat 28 wordt 
evitsrege-oo end auttmeacige: To tiie ont 0 woos Sus 


sottestasg7e wens .88@L al 


levistsireqeo-oo. of sweiluoesg exe dokew avodiem ak sdodiasM to 


ee ree a SE Se eS ee te ee 


. | aged bemretteg bss aokdsyeq0-0D bas eavtivoliga 


eding mist [eubivibat davouds gideredaem a0 
~Ofige 00@.€€ Yevo atusee1qe: aqidetsdmem steioqios. bas 

| .sontvosg aids mhevsouborq [sautiv 
7918 sotisrsbe edd to seeogawq has emis ent. 


Lsoleydg .olmonooe .istooa sid etomorq ot (Bs) 


iedotinaM Less to siqosq eft to gated [fow fauytivo bus | 


“ISVOZ s1o0%ed avedmem ati Imenenger od (d) 


> v 


to motisuehbe® sdotineM eit .yistemel -.asotsestasy7o aii 


.scotsoas? 


ie 

+ 

at 
. 


‘ee 
ee. 


iasfbod ovivetizonius terito bas Isinom | 


giitemouq bas gatialemriot at tatees of (9) 


» 
apr thee 
Zs F 7, 


“ANGUS, STONEHOUSE & CO. LTD. Ransom 4712 


TORONTO, ONTARIO 


provincial, national, and international agricultural 
policies to meet changing regional, national and inter- 
national conditions, and for that purpose to affiliate 
with appropriate organizations having similar objects; 

(d) to develop aml promote an understanding of 
the position of agriculture in the economy of Canada; 

(e) to encourage and develop wherever possible 
programs of mutual assistance and self-help. 

Historical Concern over Transportation: From 
the very beginnings of agriculture in Manitoba the cost 
of transportation has been a primary concern. The 
earliest farm organizations had as one of their prime 
objectives the securing of rail service and this was 
quickly transformed into the protecting of farmers 
against exorbitant rail charges. It was early recog- 
nized that bargaining between the farmer and the railway 
was a completely one-sided affair unless the weight of 
government could be brought in on the side of the 
farmer. Hence legislation was sought from both the 
federal and provincial governments. In fact, it can be 
claimed that one of the most effective instruments in 
securing the legislation creating the Board of Transport 
Commissioners was the demand of the western farmers that 
some new and more adequate machinery be established to 
protect against the monopoly position of the railways. 

In the field of provincial legislation the 
Manitoba agreement of 1901 was entered into by the 
government of Manitoba for the specific purpose of 
breaking the monopoly held by the C. P. R. over the move 


ment of agricultural produce and farm supplies. 
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Since those early encounters with the railways 
the farmers of Manitoba have always been in the fore- 
front of those who seek a "better deal" in railway 
services and railway rates. 

Basis of this Continuing Concern: The reason 
for this strong and persistent concern over railway 
services and rates has been stated many times but 
repetition is well justified at this, the first hearing 
by your Commission in western Canada. 

The main agricultural products of Manitoba are 
wheat, coarse grains, beef, pork, butter, eggs and 
poultry. For all of these Manitoba is a substantial 
exporter. Our farmers produce considerably more of these 
items than can be consumed by the 850,000 persons who 
live in Manitoba. The surpluses of all these products 
seek markets in the large cities of eastern Canada, 
eastern United States or Great Britain. In every awe 
the marketing mechanism is such that the Manitoba 
producer tends to receive the price in the consuming 
market less the cost of delivering the item to that 
market. Consequently, our farmers are convinced that any | 
rise in transportation costs for these items is reflected 
directly in the amount deducted from the market price to 
set the net return to the producer. The most clear-cut 
example is grain where the price is specified as a price 
delivered at the Lakehead and the price at each shipping 
point is the Lakehead price less ten cents or twelve 
cents or whatever is the freight rate per bushel to the 
Lakehead. Similarly, the price for butter at a Manitoba 


creamery is typically the Montreal price less the 
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shipping cost to Montreal. 

Although the actual movement may be only a 
fraction of the total output, nevertheless, the price 
in Manitoba can never be sustained above the price for 
outward shipments. Hence a rise of one cent per pound 
in the cost of shipping butter to Montreal tends to mean 
that the margin below Montreal becomes one cent greater 
in Manitoba not only for outward shipments but for all 
butter produced whether for Manitoba consumption or for 
outside shipment. | 

On the other hand, the commodities which 
Manitoba farmers buy are handled by an entirely differen 
market structure. Farm machinery, canned and packaged 
foodstuffs, clothing, household equipment, automobiles 
and the like are all sold at a factory price plus 
shipping costs. No manufacturer will continue to supply 
an area which does not yield him a satisfactory net 
return at the factory If shipping costs increase, the 
price to the farmer buyer in Manitoba will go up in 
proportion. 

Hence, Manitoba farmers bear the main burden 
of freight charges between Manitoba and eastern Canada 
both on eastbound farm products and on westbound sup- 
plies. Similarly they tend to bear the main burden of 
freight charges on lumber, fruit and other supplies brought 
in from west of the mountains. 

This market structure has been a permanent 
feature of prairie farming stene the beginning of 
settlement and is a firm basis for the continuing concer 


of farmers and farm leaders. with respect to railway 
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services and charges. 

The result is that Manitoba farmers direct 
their main attention to the total cost of transportation 
services - the sum of inbound and outbound charges. In 
some parts of Canada the charge for one particular 
commodity or group of commodities may be o paramount 
importance. To Manitoba farmers it is of little 
benefit to have low rates for one commodity and high 
rates for another when both must be paid in any case. 
Similarly, Manitoba farmers know that any tnouiry 
which is to claim thoroughness must look at the complete 
rate structure and not at one isolated part. Whether 
this or that commodity is, or is not, paying its proper 
share may be an interesting exercise in the finer 
points of cost accounting but the real question is whethe 
in total the farmers of Manitoba are paying more than is 
necessary to maintain a satisfactory standard of railway 


service. 


--- Short recess. 
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Scope of the Inquiry: We are aware that the 
railways have asserted that the primary issue before 
your Commission is to decide upon their proposals in 
respect to the Crow's Nest pass rate on grain. We are 
pleased that you have resisted the request for a prem- 
ature interim report on this isolated segment of the 
problem and have indicated that you propose to deal with 
the full range of matters referred to you. 

It is, however, important to stress the broad 
terms of reference under which you act. The order-in- 
council specifying your duties instructs you to 

"inquire into and report upon the problems 

relating to railway transportation in 

Canada and the causes thereof". 

It then proceeds to direct you to 

"recommend solutions thereto". 

In other words, you are directed to deal with 
"the problems relating to railway transportation". It 
is our contention that this embraces all problems relat- 
ing to railway transportation and that you cannot per- 
form your function if you allow anyone to lead you into 
dealing with one isolated sépacute 

As is customary in inquiries of this type, the 
broad range of your instructions is then amplified by 
an enumeration of particular facets of the problem 
which you are to consider and report upon. This partic- 
ularization covers five groups of subjects and in each 
group there are a number of features which are important 
to one or more areas or groups of people in Canada. 


On behalf of the farmers of Manitoba, we wish 
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to draw to your attention a number of features of 
Canadian railway transportation which we consider unsatis- 
factory and which merit your careful attention. 

Standard and Efficiency of Service: In the 
introductory sections of this brief we emphasized the 
importance of transportation and especially rail trans- 
portation to Manitoba agriculture. An unavoidable resul 
of that importance is that Manitoba farmers have a 
large stake in the standard and efficieney of the rail 
service. If the standard is too low, our goods are not 
moved with the speed and convenience necessary to meet 
modern marketing conditions. If the standard is too 
high, we may be called upon to pay for expensive items 
which are not required. For example, a standard of trac 
maintenance required for high speed passenger trains 
may be completely unnecessary for the movement of large 
volumes of heavy tonnage goods such as grain, coal, 
lumber and the like. Consequently, we think it is impor - 
ant that you examine carefully the operation of the 
Canadian railways to see if they are offering a standard | 
of service that adequately meets the needs of modern 
business but it is equally important that you examine 
their operations to see if they are charging the people 
of Canada for elaborate and costly items which could 
be adequately provided by a less costly method. 

Related to the matter of service standards 
is the matter of efficiency of operation. The outside 
observer looking at railway operations cannot fail to 
see many practices which appear to be inefficient use 


of either labour or equipment. The outside observer 
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is, however, not able to judge whether apparent 
inefficiencies are such in fact or whether there is good 
reason for what is being done. We are not in a position 
in this brief to provide evidence of inefficient or waste- 
ful use of railway labour or equipment. We do, however, 
think that your Commission and the railroads should 

be gravely concerned with the growing public dissatis- 
faction with the apparent lack of effort to eliminate 
wasteful and inefficient practices in the use of 

labour and equipment. 

Item (c) of your terms of reference instruct 
you to consider and report upon "the possibilities of 
achieving more economical and efficient railway trans- 
portation." In our view, this is the number one 
issue. If our farmer members were convinced that railwa 
labour and equipment was fully utilized at all times in 
providing necessary transportation service in an effic- 
ient manner, they would not object to vaying the cost of 
adequate wages and an adequate return to those who pro- 
vide the capital. But our members are not convinced 
that railway operations are fully efficient, nor are the 
convinced that adequate efforts are being made in that 
direction. 

As mentioned above, we are not in a position 
to specify exact items of inefficiency in this brief. 

By way of illustration, we would point to station agents 
drawing full salary at points where passenger, express, 
livestock and telegraph business is almost completely 
lost to the railways and where full carload lots of 


grain are the only significant outbound shipments and 
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and little beyond coal and lumber is received. Freight 
tonnages through such a station may be quite large 
but there is no need for a full-time agent to handle 
the smallamount of office work involved. Another 
illustration lies in the field of operating rules 
where we understand that at the speed of modern trains 
it is possible for a railway crew to complete in three 
or four hours the mileage necessary to qualify for a 
full day's pay. Without any knowledge of details, 
we suggest that with modern diesel locomotives it should 
be possible to re-arrange schedules so that locomotive 
and crew iho bil work a full schedule and so that crews 
would travel longer distances each day and earn 
higher wages per day while at the same time reducing 
the cost per mile travelled. 

These are merely illustrations of some 
of the points where, to our members, there appears to. 
be room for sit tiietieretioaien improvement in the efficiency 
of railway operations. 

Passenger Losses: It has for many years been 
an se dehed fact that both Canadian railway systems 
are incurring substantial losses on their passenger 
operations. Again our members are in no position to 
know the details but it appears to them that part of 
the difficulty lies in the expensive type of service 
provided which involves a numerous staff to handle 
tickets and provide luxury services with the result that 
the ordinary traveller prefers to pay the lower fares 
charged by buses where one man drives the bus, looks 


after tickets and luggage and is fully responsible for 
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for the entire operation of the vehicle. 

Another part of the difficulty is the large 
numbers of persons travelling on passes and receiving 
full passenger services without paying normal rates. 

The result is that the full cost of passenger services 
must be charged against revenue from paying passengers. 

Our major concern with passenger losses is, 
however, not the fact that losses are incurred. If 
railway management wishes to maintain a type of operatio 
which provides transportation to employees and other 
non-paying passengers at a loss and which in total 
results in annual losses of several millions of dollars, 
then there is no justification for the charging of 
those losses against the captive freight traffic 
which has no alternative but to move by rail. If, on 
the other hand, railway management wishes to drop 
unprofitable passenger movements and is required to 
continue them because of government regulation, then 
we think it proper that the losses involved should be 
met out of public revenue and, not out of charges on 
other parts of the rail operation. 

Expressed in a single sentence, our position 
on passenger losses is that they should be eliminated if 
possible, but if the passenger services continue to lose 
money because of railway management decisions, the losse 
should not be charged against freight revenues, while 
if government regulation prevents management from 
eliminating costly services, then the resulting losses 
should be met by government. 


Commuter Services: Special significance 
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attaches to one part of the passenger services provided 
by Canadian railways, namely, the commuter service pro- 
vided to persons working in downtown Montreal or 
Toronto, and living in one of the outlying suburbs. 

The railways claim they hav been losing money on the 
commuter service but the users of it have opposed either 
bbandonnent or a rate increase. Consequently, the 
service is being continued at rates which the railways 
claim to be continuing losses. 

This is clearly a service to a large city 
which has grown too large for its street transportation 
system and has not provided the ah eaeey extensions. 
In this case, it is clear that the service should 
either be terminated or the community served should be 


called upon to pay the full cost either by higher fares 


or by a payment from the cities and municipalities served. 


No part of the cost of commuter service should be charge 
against the users of other railway facilities or against 
the national treasury. 

Branch Line Losses: Our position in respect 
to unprofitable branch lines is similar to our position 
on passenger services. 

Again, we have neither the information nor the 
staff to analyze the situation in detail, but in 
general principle our members are aware that certain 
branch lines are failing to pay the cost of operating 
them with the result that losses on those branches are 
being charged against earnings on other lines. A 
precise calculation of the profits or losses on any 


particular line is, of course, impossible, because the 
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the heavily used lines are in many cases moving traffic 
which originates and terminates on lightly used 

branch lines. If the branch line was dropped and 

that traffic disappeared, the effect on the main line 
might be disastrous. Considerations of this sort make 
branch line accounting very uncertain. 

Nevertheless, in principle our members hold 
the view that any branch line which is clearly unable 
to pay the cost of its operation should be eliminated 
from the calculation of rates for normal railway 
operations. We believe that in some cases there might 
be abandonment of superfluous lines, but that this 
should be done over a period of years after public hear- 
ing and notice and there should be co-operative arrange- 
ments between the railway and the municipalities and 
province to co-ordinate the construction of new roads 
with the new patterns of freight movement. Similarly, 
elevator companies and others owning facilities on the 
line to be abandoned should have a proper chance to 
re-arrange their organizations to cut down, so far as 
possible, the dislocation and cost of changing to a 
new location on an alternative rail connection. 

If steps in this direction are not taken by 
the railway, we think there should be no charging of 
branch line losses against traffic moving on other 
lines. On the other hand, if the railway applies to 


abandon a line and establishes that’ the line is losing 


money, then they should either be allowed to abandon 
the line or the loss should be covered out of public 


revenue. We do not consider it proper that losses under 
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these circumstances should be charged against the users 
of lines which are normally self-supporting. 

Regional Equality: For many years western 
Canada in general and Manitoba in particular was forced 
to pay to the railways standard mileage rates and 
distributing rates on general merchandise which were 
higher than the corresponding rates in eastern Canada. 
This has now been eliminated and a single mileage 


scale has been applied over the whole of Canada. 
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Our members appreciate this recognition of 


the principle of equality between the different 

regions of Canada for movements of like commodities 

under like circumstances. Unfortunately, this 

principle of equality for the maximum or ceiling rates 

has not been applied to the great variety of lower rates 
which have been introduced by the railways for competitilve 
and other reasons. 

These lower rates move the great bulk of the 
traffic particularly in central Canada and we think 
that your Commission should examine these with care to 
see that they are truly meeting the tests specified in 
the Railway Act, namely, that they are necessary to 
meet competition and that the revenue to the railways 
from them is at least equal to the costs of providing 
the service. 

On this subject again, our organization has 
neither the information nor the staff to analyze the 
details, but we express the concern of our members that 
western Canada is being called upon to pay unreasonably 
high rates in order that the railways cm offer unreason- 
ably low rates in central Canada. 

In this connection, we wish to point to one 
matter which tends to be overlooked in discussions of 
regional differences in railway operations. In the pas 
fifteen years great strides have been made in improving 
the long distance movement of freight trains. Heavier 
locomotives, larger freight cars, less servicing of 
diesels, block signals; all these have made for a 


more efficient long haul movement and have been set 
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against the higher cost of labour, equipment and 
materials. But.in terminals and switching and in the 
movement of trains and freight in the larger urban 
centres the new techniques have been less dramatic. 
Consequently, it appears to be established that cost 
increases on line-haul long distance movements have been 
relatively less than on short-haul movements into and 
out of large city terminals. 

This fact has been recognized in the United 
States where freight rate increases authorized in the 
eastern region including the large eastern cities have 
been somewhat greater than the increases authorized for 
the western long haul regions. 

Our members, therefore, ask that your Commission 
look into this subject. If you are convinced that 
increased railway operating costs have been offset less 
effectively in large terminal yards than in long distance 
line-haul movements then you should recommend an end to 
rate increases based upon a uniform percentage and should 
recommend instead a new structure of rates which charges 
a larger amount against movements into and out of large 
urban centres where the high costs are incurred. 

Another regional difference is, we think, 
important, namely, the difference between operating costs 
on the Manitoba prairies and in the mountain and rock 
formations of other provinces. Manitoba terrain is on 
the whole quite flat and both construction costs and 
operating costs are relatively cheap per mile of track. 
The contrast between eastbound movements from Manitoba and 


westbound movements from Alberta is especially sharp. 
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If Manitoba is to pay for its geographic position far 


from water and competitive transportation, we think it 
only right that Manitoba shoulcAave its geographic 
advantage and its rates should reflect the almost ideal 
railway operating terrain. | 

Co-Operation between the Railway Companies: 
While supporting the proposition that competition between 
carriers is the most effective instrument for protecting 
against unreasonably high rates, our members cannot close 
their eyes to the fact that in some instances Phe two 
large railway companies appear to be engaged in wasteful 
competition between themselves. In some cases this takes 
the form of apparent duplication of lines. In some cases 
it takes the form of retaining two station agents ina 
rural town where neither is fully occupied. In some cases 
it takes the form of two passenger trains running between 
the same two cities at approximately the same hour every 
day. 

We are not in a position to evaluate such 
items, but we suggest them as points worthy of your study 
and as part of a general inquiry as to savings which 
might be achieved by more complete co-operation between 
the two companies hla Salt that would be to the advantage 
of the companies and/the users of the service. Our 
members wouldjJike to see this study carried to the 
point where it would also consider the advantages and 
disadvantages to thé users if both lines were taken over 
and operated by the federal government. 

Particular Commodities: Thishrief has, up 
to this point, dealt with general principles and with 


matters relatingfo the general structure of freight rates 
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charged against Manitoba farmers. We wish now to turn 
to a number of specific commodities which are important 
in this area. 

1. Livestock and Livestock Products: The 
tariffs charged by the railways and the slow and awkward 
service provided by them have driven almost all livestock 
movements to the trucks. The proportion of Manitoba 
livestock moved by rail is very small and is declining 
every year as truckers steadily expand their service. 

In the case of livestock products moving to 
eastern Canada from the packing plants in Manitoba, the 
rate structure has. passed through an interesting 
history. Our farmers have always been concerned that 
rates from Winnipeg to eastern Canada on meats should be 
as low as possible because the prices of live cattle and 
hogs in Manitoba follow closely the prices of meat in 
Rieoute and Montreal, less shipping charges. For many 
years Lcelipabeosda xe factor was tite rail rate for meat 
in refrigerator cars, But with the introduction of 
refrigerated trucks, a large part of the movement was 
lost to the railways with the result that livestock 
prices in Manitoba began to have a smaller discount under|_ 
eastern prices, the reduction in discount being a ref- 
lection of the cheaper shipping charges by truck. Finall 
the railways recognized the situation and by agreed 
charge contracts succeeded in recapturing much of the 
business put at rates much lower than they had originally 
demanded. Consequently, this area has directly benefited 
from the truck movement which forced lower rates from 


the railways. 
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Furthermore, this history of the meat rates, 


and the similar history of the butter rates, clearly 
demonstrates the ability and the willingness of the railw 
to accept much lower rates than those which they wild. 

charge if they are allowed to operate without competition. 

Our members, therefore, feel that their best 
protection in respect to these rates is the constant 
threat of truck competition. They therefore ask 
that your Commission take care to see that the railways 
are not allowed to destroy truck competition either by 
buying it up or by securing regulatory legislation 
designed to hamper its full competitive potential. 

Our members aise feel that your Commission 
should remember this situation whenever the railways 
claim that they must have a alc on rate to remain in 
business., In the case of. livestock they have a high rate 
and they are out of business. In the case of meat they 
had a high rate and they lost the business until they 
brought in a new much lower rate with which they seen to 
be satisfied. 

2. Lumber: One of the most important commod- 
ities received by Manitoba farmers by rail is lumber... 
This is a commodity upon which we pay the mill price in 
| British Columbia plus shipping charges and local 
suppliers in northern Manitoba or Alberta tend to price 
their product at a level competitive with British 
Columbia. 

For some reason related to competition with 
United States lines, the Canadian railways have estab- 
lished a rate from British Columbia to Winnipeg which is 
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less than the rate from British Columbia to points west 
of Winnipeg. In other words, this is not merely a 
situation where the final few miles of the haul are 
provided free. The fact is that the railways actually 
move lumber through points like McGregor and Portage 

la Prairie into Winnipeg for less money than would have 
been charged if the car had been dropped many wiles short 
of its destination. Furthermore, we are informed that 
the rate to Winnipeg is itself quite high relative to the 
rate to Toronto or other Ontario centers. 

Here again the Federation has meither the 
staff nor information to offer a full analysis, but we 
draw to your attention the need for some corrective 
action. This is clearly one of the inequities in the 
freight rate structure which bears with particular weight 
upon the farming communities of western Manitoba. 

Grain Rates: The most important commodity 
rate for Manitoba agriculture is, of course, the rate on 
grain eastbound. The price realized by the Manitoba 
farmer for his grain is the price in store at Fort 
William or Port Arthur less the cost of shipping the grair 
to the elevators at those centers. Consequently, any 
increase in those shipping. costs will come directly out 
of the pockets of the grain producer. 

Furthermore, our members realize that up to 
the present there is no other method of long distance 
movement of grain in huge quantities which can effect- 
ively compete with the railways. ivelbimeieann y on this, 
their most important product, our farmers are completely 


at the mercy of the railways unless the assistance of 
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public authority can be enlisted to prevent the railways 
from exploiting to the full their monopoly position. 

It is for this reason that farmers and farm 
organizations have vigorously opposed any suggestion that 
grain) rates should be increased. In the case of grain 
for domestic consumption within western Canada, the 
Board of Transport Commissioners began some years ago 
to allow substantial increases and in spite of strong 
opposition,that rate schedule has been raised on several 
occasions. Our members continue to oppose this policy 
and maintain that there has been no demonstrated need 
for LG 190 20 0% in any grain rates. 

: Grain for shipment to the Lakehead is covered 
by Section 328 (6) of the Railway Act which directs 
that rates under the Crow's Nest Pass agreement shall 
apply on grain and flour moving from points west of Fort 
William to Fort William or Port Arthur. The effect is 
that these rates cannot be changed except by act of the 
Parliament of Canada. Our members have consistently taken 
the position that eee’ rates on grain for export are, so 
important to the welfare of Canada and the railways' 
monopoly on the movement is so complete that these rates 
should never be under any other control than the federal 
Parliament. We, therefore, strongly oppose any sugges- 
tion that these rates should now be taken out of the 
hands of Parliament and placed Ratan the Board of Transpor 
Commissioners. 

We are aware that the railways have already 
urged very strongly that you should recommend a subsidy 


payable to them from the federal government and designated 
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as covering certain alleged losses on. tne movement of 
grain at the Crow's Nest agreement level. 

The first comment which we wish to make on 
this ‘is that we are not convinced that the present rates 
on grain are not covering railway operating costs for 
grain. This subject will be covered at length by the 
representatives of the grain handling ge ukdsaatuas and 
by provincial governments and other spokesmen for grain 
shippers. We wish only to record that the mere fact that 
rates per bushel are the same as in 1899 does not prove 
that losses are being made. At that date a train might 
consist of 20 cars of 1,000 bushels each. From a point 
like Brandon with a rate of 9.6 cents per bushel, the 
revenue for moving such a train to the Lakehead would 
be $1,920. With modern equipment a present-day train 
might consist of 80 cars of 2,000 bushels each, yielding 
a revenue of $15 5360 per train for the same journey. 

It is recognized that wages and costs of materia 
and equipment have risen very substantially in the 60-year 
period. On the other hand, size of equipment, speed of 
travel, year-round movement rather than heavy concentra- 
tion in the fall months, and general improvements in 
operating technique have offset much of the cost increase 
From our point of view the key question is whether a 
revenue of $15,360 per train now, compared to $1920 per 
train 60 years ago, does or does not give the railways 
sufficient income to provide the standard of service neede 
to move the Manitoba grain crop. We do not propose to dea 
with the cost accounting which would be involved. We 


merely state that our members are not convinced. 
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We do not believe that the railways themselves 
consider the grain traffic unprofitable. We tare aware 
of many statements by railway officials in the past point- 
ing out the great advantage to them from this steady 
movement of heavy tonnage traffic which has always been 
the mainstay of Canadian railroading. We are also 
aware that even a casual examination of railway profits 
shows that years of heavy grain movement are years of good 
net railway profits and that years of light grain move- 
ment are years of low returns to the railways. 

But more impressive evidence is the recent 
action of the railways in voluntarily iutreduking Cates 
at or near the Crow's Nest level. Surely the railways 
would not enter into agreed charge contracts for the 
specific purpose of obtaining for themselves traffic on 
which costs would exceed revenue. And yet they have 
Signed agreed charge contracts at rates not materially 
different from the Crow's Nest rate scales. 

The following table was prepared to show 
revenue per car realized by the railways for grain 
moved at Crow's Nest Pass rates compared. to revenucper 
car realized from the agreed charge contract on crude 
petroleum. The contract in question was made by the 
railways in 1956 to retain or obtain the crude petroleum 
traffic. We have seen no evidence that a carload of grain 
is more expensive for the railways to handle than a 
carload of crude petroleum. The different weight of the 
contents in the car is only one item to be taken into 
account along with the size and regularity of movement 


and the number of empty cars to be returned and many other 


E editor Spuwokins 20 Pas * Lavan 
nook IS easoy ore doomovon mista yveed To ewe acid 
~atenit pai ‘trig hr Yo: anaey: Jad ne ad fond ‘can com 
soyewtten ectt of enhieten wot! “to etsey ots dao | hy 
“gas00 adit ef eonsbive nan ie edie tA pt ‘a 
t euowltes acid to notvon fst : 
| apewt Let edt heme hevad daon atwogd oda ‘sen 10 te pet li 


ade srthowborndnt ‘vitasdau coy a 


 odtet a9ane son bovow fy 

ne DEMS wow foemed? TO" aultetades to ssoqgaug obtioege | | 

eviad gent deg be aiken pesoxe bivow atnoo owen 

| vifetiedem Hore nodat ts atoettavo egveds beorga) pengte 

| Rel eoe Shem Jao ‘atwer bad mort snore TALb | im hi 
wore O39 horagong aaw olded Satwol lo a Bose | ie: 


eit gen avbatdios sytate 


yet | 
et 


| 
a 


| sheng to wyswiket ent yd Dostiees ago req eunaver | | jer 
| ~etewniover of besequed 26tet Bast Jaok at word te bevom [o 
| ehuth do Josytnoo ontiaco beowgs echt morn besiiset 180 Jas 


eit yw ebem saw Kotveoup mt dosadnod ant ney | Iss 
myrsforteq sbuvo off ataddo to ateter oF O@O0 ms ayewitey | | 
hem to beoltso 2 Jadd gonebive on meee oved eW .oltisdt || 


pos 
jas 
Jes 


| & said ol baad og ayowt tens eat tot evianegxe otom eb 
edt to trytew inenetitp ent imreLonteq ebuxo ‘to bsoltso 
tichied? senatns od of mott ome’ Ylno ebtso edd nt adaedaes | 
tdenevom Io vdiueluget bas eetea ere ddiw snols tavooos | * 
‘tersjo yran bas bewuster od od waso Ydqme to redmim od’ baw | 


“ ANGUS, STONEHOUSE & co.LTo. Moffat 4733 


TORONTO. ONTARIO 


factors. 


Boissevain, Man. 
to Lakehead. Grain revenue per car of 
115,000 pounds $184.00 


Revenue for same distance 
per car of crude petroleum 


of 70,000 pounds $196.00 
Kirkella, Man. 
to Lakehead. Grain revenue per car of 
115,000 pounds $207.00 


Revenue for same distance 

per car of crude petroleum 

of 70,000 pounds $196.00 

The rates quoted above remained in effect from 
1956 until February, 1959, as the railways tried to attract 
movements of crude petroleum at rates per carload not 
greatly different from the rates per carload for the larg 
volume steady movement of grain. In February, 1959, the 
agreements were reviewed and the railways again made 
agreed charge contracts for crude petroleum. In the 1959 
tariff the rate from Kirkella was raised to $210.00 per 
car and the rate from Bossevain was dropped with a notati 
that no traffic was moving. Our members consider this 
agreed Ai pie on crude petroleum as the strongest kind 
of evidence that as late as 1959 the railways considered 
they were making satisfactory earnings at the Crow's Nest 
le vel of rates as applied to crude petroleum and were rea 
and willing to accept those rates even for infrequent and 
scattered movements. It will require overwhelming 
evidence to convince our members that the railways are 
not making better returns on the steadier and larger 
volume movement of grain. 
This contract on crude petroleum is not merely 


an isolated example. There are other low rated agreed 
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charge contracts as well. One lumber contract 
made in 1957 at 22 cents per cwt. for a haul of 
217 miles from Moor Lake, Ontario, to Lachute, 
Quebec, would yield $187.00 per car for a minimum 
of 85,000 pounds, and another in the same year at 
30 cents per cwt. from the same point for a haul 
of 261 miles to Outremont, Quebec, would yield 
$240.00 per car for a minimum of 80,000 pounds. 
These revenues per car compare well with the re- 
venues per car on grain when it is recalled that 
these lumber shipments are a few cars with special 
routings into congested eastern yards while the 
grain movement is part of a large steady flow into 
a terminal specifically designed to handle grain cars. 
Even wider examples are provided by the 
results of the 1958 waybill analysis of the exper- 
ience of the Canadian railways. It tabulates the 
results of regional movements of railway freight 
showing average distance hauled and average charges 
paid by shipper in each category. Some of these 
are well below the amount which would be collected 
by the railways if they moved a car of grain the 


same distance at the Crow's Nest rates. 
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Average Average Charge per 
haul charges to car at Crow's 
miles shipper Nest rates 

per car for same 


distance 


Games and toys - 
Eastern Region to 
Eastern Region 335 $81.00 $153.78 


Forest Products 
Maritimes to 
Eastern Region 496 T1250 175.74 


Sewer pipe and 

drain tile 

Maritime to 

Eastern Region 684 145.00 LOT il 


Coke - Eastern 
Region to Maritimes 686 188.00 208.70 


Furniture - Eastern 
Region to Maritimes 724 208.00 208.70 


Fertilizer - 
Maritimes to 
Eastern Region 832 193.30 230.66 


Coke - Maritimes 
to Eastern Region 866 153.00 241.65 


Glass - Eastern 
Region to Maritimes 1104 215.00 263.62 
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I would like to point out in connection with 
that total, that those particular shipments there rep- 
resent, in total, 17 cars, and the waybill analysis is 
based on the one per cent sample. So, presumably, this 
represents a sample of about 1700 cars, and we don't 
try to argue that any one of these cars is necessarily 
representative, but a sample of that size is something 
that needs to be looked at. 

It will be noted that the above table refers to 
average charges levied by the railways against shippers. 
In the case of shipments within the Maritimes or from the 
Maritimes into. central Canada, the revenue to the railway 
is made up of these charges plus a subsidy. Consequently 
in four of the above examples a true comparison of railwa 
revenue would require the addition of the subsidy for 
that portion of the haul which takes place within mari- 
time territory. The amount to be added for subsidy is 
not definite since it depends on the origin and destin- 
ation of each individual shipment. But an examination 
of the above table makes it clear that even if the subsid 
under the Maritime Freight Rates Act is added, the revenu 
per car on this group of commodities averages well below 
the revenue per car which would go to the railway from 
moving the same number of cars of grain over equal dis- 
tances. 

Other special circumstances may explain indivi- 
dual cases, but if the railways are satisfied that all 
these movements are returning revenues in excess ef cost 
then we are not convinced that losses are being made on 


the well organized large scale grain movement at higher 
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charges per car. 

Our members oie also concerned about the sub- 
sidy proposal advanced by the railways. If dae al. a By 
would be called a subsidy to western grain producers 
but the money would go into the pocket of the railways. 
This all farmers would resent. The railway proposal is a 
clear-cut request for federal subsidy to the sashes 
If it is to be granted, it should be recognized as such 
and there should be no attempt to conceal the true facts 
by calling it someéSther name. 

Our members feel that the proper approach is 
one which would require the railways to deal with 
unremunerative services such as lightly travelled passen- 
ger trains, lightly used branch lines, unprofitable 
commuter services and the like. If losses of these types 
are removed from the charges against freight shippers 
and if railway operations are carefully examined for 
efficiency in the use of labour and equipment, we are 
sure that the grain rates would present a very different 


picture from that shown by the railway exhibits. 
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As a final comment on the rates for grain we 
wish to point out several important differences between 
the situation in Manitoba and in the other prairie 
provinces. We have already mentioned that. Manitoba is 
an area of excellent railway operating terrdind this is 
particularly true in respect to grain where the prevail- 
ing slopes are gently downgrade throughout almost the 
entire distance from the grain growing areas to the 
lakehead. Our grain does not move through areas 
at all comparable to the mountain terrain of British 
Columbia or the long isolated hauls on the Hudson's Bay 
Rec Ivaly. Consequently, we think that any realistic cal- 
culation of grain hauling costs must recognize that 
eastbound shipments are distinctly cheaper per mile. The 
average cost per mile for moving Manitoba grain must be 
well below the average cost per mile for the prairies as 
a whole. 

Now, there I would like to interject that 
you will notice the emphasis is on Manitoba grain, and 
it is Manitoba grain moving to the Lakehead. It is not 
grain moving in Manitoba, because grain moving in Manitob 
includes a good deal of Saskatchewan grain going up to 
the Hudson Bay, and there the situation is somewhat 
different. But, here, we are talking about Manitoba grai 
going to the Lakehead. 

Secondly, we would point out that existing rates 
per mile in Manitoba on Crow's Nest grain are higher than 
in the provinces to the west of us. A few examples of 


rates to the Lakehead are: 
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Miles Rate per Car Rate per car 
' of 2000 bushels per Mile 
Cents 
Winnipeg 420 168 40.0 
Brandon phe ts. 192 34.7 
Regina 776 240 30.9 
Moose Jaw 818 240 29.3 


Edmonton 1228 312 25.4 

| The significant point, of course, is the 

final column, where it is worked out in terms of rate 
per car per mile, and the rate is 40 cents per car mile 
in Winnipeg and a little less in Brandon, and gets lower 
at each point as you move farther west. 

It will, of course, be pointed out that rates 
per mile are normally less for longer hauls than for 
shorter hauls to reflect the fact that the cost of origin- 
ating and terminating the shipment must be covered in the 
rates for short movements and that extra mileage is less 
expensive than the first short haul mileage. But the. 
normal structure of rates as set by the Board of Transport 
Commissioners is less sharply adjusted than the above 
schedule. 

For example, using the class 100 scale to Fort 
William as the basis for comparison, the rate from 
Regina is 58 per cent above the rate from Winnipeg and the 
rate from Moose Jaw is 62 per cent above the rate from 
Winnipeg. But on the Crow's Nest scale, the rate from 
either Regina or Moose Jaw to Fort William is only 43 
per cent above the rate from Winnipeg. If the grain 
rate scale went up at the same rate as the class 100 
scale, the rate from Regina would be 13.2 cents per bushel 
and the rate from Moose Jaw would be 13.6 cents per bushel 


compared to the present rate of 12 cents. 
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The following table is of interest in showing 
what would happen if the present Crow's Nest Pass grain rate 
scale were replaced by a scale equal to 8 per cent of the 
class 100 tariff fixed by Board of Transport Commissioners 
order No. 96300. 

Rate to Fort William 


From Crow's Nest Rate Class 8 Rate Difference 


cents per bushel Cents per cents per per 

bushel bushel cen 
Winnipeg 8.4 14.4 6,0 71% 
Brandon 9.6 r7738 8.2 85% 
Regina 12.0 22.8 10.8 90% 
Moose Jaw 2210 23.4 11 34 95% 
Edmonton 15.6 32.9 as 110% 


The significant point in connection with this. 
| table is, again, in the final column -- that if the grain 
rate scale was moved up to eight per cent of the class 100 
scale, the result would be an increase of 85 per cent 
in Brandon, 95 per cent in Moose Jaw, and 110 per cent 
in Edmonton. 

MR. SINCLAIR: Why the 8 per cent? I don't 
understand that. 

MR. MOFFAT: I think maybe I should explain. 

MR. SINCLAIR: Is it keyed on Regina? 

MR. MOFFAT: No, it is keyed on a calculation 
that would come approximately equal to the suggestion 
of the railways that it should be 100 per cent increase. 
This was the closest figure to 100 per cent. If you use 
anything higher than 80, it goes over 100; and anything 
less, it would be under. 

MR. DOHERTY: Is this class 8 rate? 

MR. MOFFAT: Eight per cent of the 100. 
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MR. DOHERTY: Is that the hypothetical class 
you are suggesting? 

MR. MOFFAT: No,there is no suggestion it is 
saying if that scale was applied as a yardstick. 

MR. DOHERTY: There is no such thing as a class 
8 rate? 

MR. MOFFAT: Well, 8 per cent of the class 100. 

It is clear from these figures that if any ad- 
jJustment is to be made on the grain rates, the amount of 
the adjustment should be much larger in Saskatchewan and 
Alberta than in Manitoba. on cite other hand, if a sub- 
sidy is paid to maintain the present rates, the benefits 
to Saskatchewan and Alberta will be much greater than 
to Manitoba. We wish to emphasize that in mentioning 
these considerations we are not drawing back from our basi 
contention that there is no proof that the grain rates 
are losing money. 

We want to emphasize that. We are not drawing 
back from the basic contention that there is no’ proof that 
the grain rates are losing money. 

If proper steps are taken to remedy the situ- 
ations discussed earlier in this brief and to assure 
maximum efficiency for the future and the elimination of 
unnecessarily expensive operations, we are sure there 
will be no need for either a subsidy or a rate increase 
on grain. 

Now, Mr. Ransom is going to conclude the brief. 

THE CHAIRMAN: Mr. Ransom. 

MR. RANSOM: The governments of the three 


prairie provinces and the major grain handling agencies ar 
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preparingto submit full evidence on the whole question 
and we are sure that they will subject the railway evidenc 
to a rigorous examination. But if at the end of your 
deliberations you reach the conclusion that the grain rate 
are not paying their way, then we ask that you take 

into account these special features under which the 
position of Manitoba farmers differs from those in the 
other two provinces. 

Conclusion: In conclusion, therefore, we wish 
to again stress the great tenpecbanide which our members 
attach to your deliberations. Few, if any, subjects 
ace been of such vital concern over so long a period. 

We, therefore, urge that you make a thorough 
study of all matters referred to you and that you prepare 
your report with the completeness due to a document which 
will be intensively studied by all who are concerned | 
with the welfare of Canada. You will do less than justice 
to yoursleves and to the people of Canada if you allow 
yourselves to be pressed into a hurried or partial report. 
Although we agree that some of the subjects before you 
are of great urgency, still we fear the consequence if 
a hurried report is prepared on one feature without 
adequate consideration of the over-all structure of 
Canadian transportation. 

Respectfully submitted. 

THE CHAIRMAN: Thank you, Mr. Ransom. 

Mr. Cooper? 

MR. MOFFAT: Just before the questions start, 
maybe we should have a discussion on the procedure on 


answering. The thought we had in mind, if it meets with 
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your approval, that the questions would be directed 
to Mr. Ransom and bee he will deal with them if they 
relate to general policy and agricultural policy but 
if they relate to the details of the brief or relevant 
matters, he will pass them on to me. 

THE CHAIRMAN: Well, you had both better stand 


by. 
CROSS-EXAMINATION BY MR. COOPER: 


Q. Mr. Ransom, you mention on page 4 of the 
brief that the main agricultural products of Manitoba 
are wheat, coarse grains, beef, pork, butter, eggs and 
poultry, and that for all these Manitoba is a substantial 
exporter. You mention, further down, that the surpluses 
of all these products seek markets in the large cities 
of eastern Canada, eastern United States or Great Britain. 

Now, with respect to beef, pork, butter, eggs 
and poultry, what is the chief market for those products? 

MR. RANSOM: What is the chief market? 

Q. Yes. Do they move mainly to eastern United 
States, eastern Canada, or where? 

MR. RANSOM: Well, eastern Canada for most 
of them -- Toronto and Montreal. 

Q. Is there a significant movement into eastern 
United States? 

MR. RANSOM: I don't think there is too sig- 
nificant. There is a movement there, though. 

Q. There is a movement into the eastern United 
States. Would that movement be by truck or by rail? 

MR. RANSOM: I don't know. I think mainly pork 
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products. I am not certain whether it would be by 


3|| rail or by truck. 


4 Q. Perhaps Mr. Moffat could indicate? 
5 MR, MOFFAT: Well, actually, the normal pattern 
6 is that the main movement into eastern United States is, 
: of course, grain, and that goes by rail. The other is 
a spasmodic movement -- sometimes it is big, and sometimes 
: not too big; sometimes by truck, and sometimes by rail. 
‘ Q. Not entirely by rail, of course? 
10 


MR. MOFFAT: But the price structure, the 

11 marketing structure that prevails and determines the price 
12| is the rail's shipping cost, normally. 

13 Q. With respect to butter, you mention on 

14) Page 15 -- a similar history of the butter rates to the 


history of the meat rates. You have given the history 


, of the meat rates. I wonder if you would explain your 
ai statement to similar nfeveryher the butter rates to 

+ indicate what has happened there, for the information 

* of the Commission? 

19 MR. RANSOM: Well, in the case of the butter 


rates, I haven't brought myself as thoroughly up to date 
as. I did in the case of the meat rates. But the basic 
pattern is the same. The rate was quite high. 

The truckers began to operate out of here in 
fairly big volume in refrigerated units, and they under- 
cut the railways. They got a big part of the butter 
business away from the railways, and the railways came 
in with an agreed charge contract which recaptured the 
butter contract for them at a rate considerably lower 


than before. 
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Q. If I understand the situation correctly, 
the meat is moving under agreed charges and butter as 
well? ' 

MR. RANSOM: Basically, yes. 

Qe And, presumably, those rates, of course, 
must be satisfactory to those people who entered into 
those agreed charge contracts? 

MR. RANSOM: Which is the railways. 

Q. What about the shippers, with respect to 
those products? I take it that the shippers have -entered 
into agreed charges? 

MR, RANSOM: I don't think either Mr. Moffat or 
I can speak of the shippers, because the shippers in this 
case are mainly the packing companies; but the effect 
as far as the farmers are concerned is those shipping cost 
are less, therefore the price here is higher. This is | 
the significant thing from the farmers! point of view. 

Jefe Side di agreed here, I think we would maybe 

wee time if I would have our advisor, Mr. Moffat, answer 
the questions. | 

THE CHAIRMAN: I think Mr. Moffat can answer 
the questions. He has answered them before, I know. 

MR. COOPER: Q. ‘The only point that I was 
getting at, Mr. Moffat, was with respect to meat and 
butter. They appear to be moving at rates which have 
been arrived at by negotiation by way of agreed charges 
after an altermative way offnoving those products was 
used? ; 

MR. MOFFAT: Yes. They Sean be, in general, 


moving at a rate which is just low enough so that the 
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railways can keep the business away from the trucks. 
This seems to be the yardstick. 

Q. That would be seus as low a rate as the 
farmers could get? 

MR. MOFFAT: Yes. 

Q. On page 7, you said: 

"We do, however, think that your Commission 

and the railroads should be gravely concerned 

with the growing public dissatisfaction with 
the apparent lack of effort to eliminate waste- 
ful and inefficient practices in the use of 
labour and equipment." 

What is ie sites of that statement? What 
evidence is there in this growing public dissatisfaction? 
Does it consist of individual complaints, or newspaper 
reports, or what? 

MR. MOFFAT: Well, I think probably one of the 
best illustrations we have is the size of the audience 
we have had here at the hearings the last three days. 

The farmers are sebwatabried and anxious to know what 

is going on, and we find the same thing happening at 

the country dea tians Practically every meeting that 

is held by the farm erednr beet oan has some question 
coming from the audience as to what is happening on these 
questions. It is not possible to pinpoint it. The 
brief was careful not to pinpoint it to any one thing, 
but the question keeps coming up at the discussion 
meetings. 

Q@. That phrase "growing public dissatisfaction" 


really means the growing dissatisfaction of members of 
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your Federation, or the public generally? 

MR. MOFFAT: Of the farmers. Of the farm 
residents, generally. 

Q. You mention commuter service on page 10, 
paragraph 34. I understand that the Bard has in fact 
authorized a ten per cent increase in commuter services, 
fares effective January 1, 1960. That is correct? 

Stetchison 

MR. MOFFAT: Mr. Wf, is giving me some figure 
here that form that impression that that ten per cent is 
less than what the railways asked for. 

Q. LI am merely pointing it out -- the fact 
that there has been an increase. 

MR. MOFFAT: Yes. 

MR, SINCLAIR: The judgment is there to be 
read, and what the Board said, and I do not a there 
is any need to guess about it. 

MR. COOPER: I am merely pointing it out. 

MR.SINCLAIR: I am talking about Mr. Stetchison 
who was giving him-some figures. That is what I am saying 
They are in the judgment. | 

MR. COOPER: Q. On page 14, paragraph 49, you 
raised the question of possible amalgamation of both 
lines and operation thereafter by the federal govemment. 

Now, LI take it that all you mean by paragraph 
49, is that the Commission should take a look at the 
situation. »~ Is that .right? 

MR. RANSOM: That is precisely it. This is a 
popular demand among farm people who have maybe not given 
too much study to it, and we are only requesting that 


you take a look at this for us. 
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Q. You have come to no conclusion among your 
own members on this subject? 

MR. RANSOM: They have expressed this by 
resolutions at various conventions from time to time. 

Q. That the situation should be looked at, 
or that there should be definite action taken -- which? 

MR. RANSOM: I would say both -- both extremes. 

Q. The field is wide open to the Commission, 
I take it. 

Now, could you tell me, Mr. Ransom, whether 
in your opinion the feed grain assistance policy is a 
desirable national policy? | 

i MR. RANSOM: From the western farmers! point 
of view or -- 

Q. Yes. I will relate it specifically to 
the Manitoba farmers. 

MR. RANSOM: It is desirable to this extent, 
as far as we are concerned, that looking at- it from the 
point of view of a grain producer, it enables us to get 
rid of a greater portion of our surplus grain. 

Q. You tiaar wish to see it continued, or 
discontinued, or what? 

MR. RANSOM: As a grain producer, yes, I think 
we wish to see it continued. I am not too sure what 
the livestock producers! thinking is in this connection. 

Q. But, so far as the grain producers are 
concerned, they consider it to be a desirable policy and 
wish to have it continued? | 

MR. RANSOM: Yes. 

MR. COOPER: Yes. Thank you very much, 
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Mr. Ransom. 


THE CHAIRMAN: Mr. Dickson? 


CROSS-EXAMINATION BY MR. DICKSON: 


Q. Mr. Ransom, there are just two points I 
would like to ask one or two questions with respect to. 

The first arises on page 11 and relates to a 
change in phraseology which Mr. Moffat introduced in 
the reading of the brief. It read: 

“We believe that in some cases there should 

be abandonment of superfluous lines but that 

this should be done over a period of years,...”" 

That was changed to: 

"We believe that in some cases there might 

be abandonment of superfluous lines but that this 

should be done over a period of years...." 

I take it that is simply underlining what you 
stated earlier; you haven't analyzed the situation in 
detail, and just indicates that is the impression you 


have -- that there may be a superfluity of lines? 
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MR. RANSOM: I think that is correct - a 

correct assumption. 

| Q. You mention a little later in the same 
paragraph there should be co-operative arrangements 
between the railway and the municipalities and the 
Lh GRE to co-ordinate the construction of new roads 
with the new patterns of freight movement: Is it 
your thought the railways would contribute towards the 
construction of those new roads? 

MR. RANSOM: Not necessarily. The thinking 
here is to give time for those adjustments in construc- 
ting roads, and so on, before the line is lifted. 

Q@. In the last couple of lines in that same 
paragraph you speak of giving those owning facilities 
on the line a proper chance to re-arrange their organ- 
izations to cut down, so far as possible, the dislocatio 
Applying that to a specific abandonment - the Beulah 
subdivision, in reply to a question from the Chairman 
as to the number of pool elevators on that line, and 
there were fifteen elevators of the Manitoba pool - 
how would that proposal of yours reduce the loss which 
his organization would suffer if that line were to be 
abandoned? ; 

MR. RANSOM: Would you repeat the last part 
of that question, please? 

Q. How would the suggestion which you have 
made here reduce the loss which the Manitoba Pool would 
suffer if that line were to be abandoned? 

MR. RANSOM: I am ton just sure that I under- 


stand your question as thoroughly as I might. The 
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suggestion here to re-arrange their organization to cut 
down as far as possible the duplication cost of 

changing -- of course, that would take time. If the 
railway was abandoned just over night, so to speak, 

it could result in serious losses to any elevator compan 
if they haven't got their facilities moved to another 
line. 

Q. Have you in mind personnel or actual 
physical facilities? 

MR. RANSOM: I would say both. 

Q. Take these fifteen elevators of the 
Manitoba Pool, which I suppose have a replacement value 
of -- how much? 

MR. RANSOM: I would not know. 

Q. Forty or fifty thousand dollars, apiece, 
and the salvage value, perhaps $1,000 to $1,500 apiece. 
How would they so arrange their affairs to relieve 
themselves from the loss of that very large amount of 
money? 

MR. RANSOM: I don't think I should answer tha 
question, sir. I would rather let Pool Elvators or an 
authority on that sub ject answer it. 

Q. All right. Let us pass to one other point, 
Mr. Ransom, and that is at the bottom of page 16 where 
you refer to grain for domestic consumption. That is 
grain moving at domestic rates, I take it? 

MR. MOFFAT: Yes, it is the domestic grain 
rate. 

Q. And those particular rates have borne 


some 90 per cent increase since 1927 in freight rates? 
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MR. MOFFAT: . Yes, over the last about five 
years, since they began to be increased. 

Q. And there may be another one pending? 

MR. MOFFAT: There is ‘another one on appli- 
cation. 

Q. In a question which Mr. Sinclair asked 
Premier Roblin on Monday, the question was asked whether 
it was not a fact that the impact of these high rates 
bore on the buyer and not on the farmer? 

MR. SINCLAIR: Mr. Sinclair certainly didn't 
express the question that way. 

MR. DICKSON: Q. I believe you were here, 
Mr. Moffat? 

MR. MOFFAT: Yes. 

Q. You heard the question? 

MR. SINCLAIR: You didn't hear it that way. 

MR. DICKSON: Q. Will you comment on the 
question and give the opinion of your organization as 
to the appropriate answer? 

MR. MOFFAT: Well, the price that the farmer 
receives for his individual production of grain is 
determined by the price at his delivery point, which 
is the Lakehead price less the Crow's Nest rate to the 
Lakehead, and therefore the price which he gets is not 
affected directly by the increase on the charges for 
moving domestic grain. 

Q. Correct. 

MR. MOFFAT: But the charges for moving 
domestic grain reflect themselves through in the total 


amount that is realized by the Wheat Board for the sale 


j ‘ns ‘>, in ' 
re yan ye 
*h yee ayy 
ra . tt) a 
ra N Y At € 
ites 


“ ‘ - 
i an 


v 
i Loy 
~ br’ 

‘ 5 
? Q 


ee sid 
re, 3 
} ; 


evil dueds’ desl edt vevo- on 2 
.baasoront adv eds ; | | 

paprrerest 2it0. senidois od vem : oo a 
~tigas: ‘fto SHO sildons at sront ap 


Com 
betes iisionte uM slotniw ‘ean 8 aL sie “ nile a | 


‘3 wa 
LP io 


\tonitenw bewtke ssw soldeoup oy cvebromt NO. aut dost 19Lnert ” le ie 
assy figtel g2ont +o dosomt acid dead desl 5 Jon saw ot | 
Sysorrst ond no ton wise seysrd ond RO erod 
gt nibh einiaenss alefont2 .oM vHIADDMIC . AM 

| usw Jest sobdesup ofs asengxe | 
o1ed stew yoy svetied I) :MOENOEA i Say is 
SistioM au 

290 sMAIOM .aM 

tootiesup sad based woy .2 


Po] 
Se ee 


~~ Qsw teitd Ji tse T'abLo wo ‘ATALOMDE <M ae Teg 
edt a0 ihemos voy LLLW. .  MORHOL iM of Bresg 
as nolvssiasyio wey to shonbiitean efit evis fas nobtaeup 
ornaiiikaem sisiuqorqqs ond .ot 

teumisi ent Jans eoitq edd . Llaw : TADEOM iM | 


: 
; 
. 
| 
. el aisiy toe notsoubotq [subivibeat etd t0% reviacet 
| ioldw .jateqg yrevifeb atd vs eotag ont yd beatimisteb 


eit o¢ atet taal at Wwortd end aael eotag hewauinel edt at 


ton ei ateg en coteiw sotto edd etoterend bas ebssciextet . 
107% e9ytado end mo sesetont edd yd yldoetth besoetie — | 
| misty atdaemob gaivem | 
t99Ts0D Pp | | | of : 
gnivom 218% segisero eid duh = PATHOM aM ine: J 
{stood edd mi dgvotid eevisamedt toeLten ate otteem 
oise end io% busod JsenW eat Yd beshiset sf Jad | 


. ANGUS, STONEHOUSE & CO. LTD. — 
TORONTO. ONTARIO (meat ex. 4753 


of their grain, and consequently comes back as a 
reduction in the total amount available for distribution 
out of the Wheat Board pool at the end. It comes 

out of the farmers, but not out of the particular farmer 
who ships that particular thousand bushels. 

Q. And the amounts paid for the movement of 
grain at domestic rates end up in the coffers of the 
railway? 

MR. MOFFAT: And come out of the farmers! 


pockets, yes. 
---Short recess. 
CROSS-EXAMINATION BY MR, BRAZIER: 


Q. IL think probably my first question will 
be the only one directed to Mr. Ransom. On page 5 of 
your submission, Mr. Ransom, you make this statement: 
"Similarly, Manitoba farmers know that any inquiry 
which is to. claim thoroughness must look at the complete 
rate structure and not at one isolated part." Is that, 
I presume, the considered opinion of the members of 
your association? 

MR. RANSOM: Yes, I believe it is. They have 
a feeling that it needs to be looked at from all angles. 

Q. So, in judging the burden of railway 
transportation charges on any part of the country. 
would you agree that you have to look at the whole rate 
structure as applied to that part of the country? 

MR. RANSOM: Yes. 


Q. And you can't pick out certain individual 
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rates which may be more favourable in one part of the 
country than those in another, and claim that as a 
result of that the burden is greater Me the second part 
of the country? 

MR. RANSOM: Would you care to answer that, 
Mr. Moffat? 

MR. MOFFAT: I think I know what you are 
talking about. I would agree entirely with what 
Mr. Ransom said, that if you are looking at the burden 
on the area you have to look at all the rates in the 
area. 

Q. You have to take the good with the bad? 

MR. MOFFAT: But .you can't ignore the indivi- 
dual rates, because they may be important to one or two 
industries, or groups of industries. So, you have got 
two separate questions: The one of the over-all burden 
on the area, and secondly, on oud distributors or 
wholesalers which may be different from the area,' 

Q. I am putting it to you on the basis of 
the burden of railway transportation on an area? 

MR. MOFFAT: Yes. If you are looking at the 
whole burden on the area, you would have to look at all 
the rates, yes. 

Q. IL think the rest of the questions are 
dealing with parts of the brief which you presented, 
Mr. Moffat. I first turn to page 13, and the first 
sentence in paragraph 47: “Another regional difference 
is we think important, namely, the difference between 
operating costs on the Manitoba prairies and in the 


mountain and rock formations of other provinces." 
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MR. MOFFAT: Yes. 

Q. Have you any information which would 
indicate that the costs of operation - and here you 
deal just with cost and not the original construction - 
are greater over the Canadian National Railway in Britis 
Columbia than they are in Manitoba? 

MR. MOFFAT: Well, you can't say “excluding 
construction", because you have those costs and the 
operating costs in total, and you have got the total 
operation through the mountain area, and without being 
able to pinpoint a particular page - and I don't think 
we need to pinpoint a particular page to know that it 
costs more to haul a train up over the Rockies, even 
if you go through the Yellow Head, than to go across 
the flat part of Manitoba. 

Q. I think you have some connection with the 
famous Mountain Differential case? 

MR. MOFFAT: Yes, some. 

Q. And you will recall the evidence that 
was established in that case that the grades on the 
Canadian National Railway in British Columbia were lower 
than the grades on the Canadian National Railway in 
any other province in Canada? 

MR. MOFFAT: I don't remember that. 

Q. You don't recall that? 

MR.MOFFAT: I don't see how it could be. 

Q. Do you recall the evidence that there was 
one subdivision in British Columbia on which a standard 
locomotive could carry the highest amount of freight 


both ways of any subdivision in Canada? 
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MR. MOFFAT: No, I don't remember that either, 
although I agree there are some isolated subdivisions, 
and in the valleys, that are pretty flat in British 
‘Columbia. 

Q. But you have no information as to what 
the relative costs in British Columbia are against 
anywhere else? 

MR. MOFFAT: No. 

Q. And you are just presuming that because 
there are mountains there that it is going to cost more? 

MR. MOFFAT: I have ridden through them enough 
to know. 

Q. You have probably ridden through on the 
@.. P. .B.? | 

: MR. MOFFAT: On both. 

Q. In the same paragraph you make this state- 
ment: "If Manitoba is to pay for its geographic position 
far from water and competitive transportation ...": I 
ask you if that paragraph, or that statement is consis- 
tent with the statement which you make on the following 

_two pages where you speak, in paragraph 51 of, "the 
tariffs charged by the railways and the slow and awkward 
service provided by them have driven almost all live- | 
stock movements to the trucks," and on page 15 you 
state, "...this area has directly benefited from the 
truck movement which forced lower rates from the railways |? 

MR. MOFFAT: I don't think anybody is denying 
that Manitoba has had the wenertt of truck competition. 
Manitoba's road system is about as good as any other part 


of Canada, if not better in spots, and we have had plenty 
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of benefit from truck competition, but we haven't had 
as much as some of the other areas. We are not trying 


to say we haven't had any benefit. 
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Q. What I am trying to point out, Mr. Moffat, 
is this; you could hardly state that you were far from 
competitive transportation? 

MR. MOFFAT: We have our big volume, which 
is the grain, and we have lumber and coal which is the 
big tonnage movement on the inbound, and it is in these 
commodities where it is, but in the small lot movements, 
by truck, we have used trucks almost as extensively 
as the other parts of the country. 

Q. Would it surprise you, Mr. Moffat, to 
know that it is indicated in the 1958 waybill study 
that there were 38 cars shipped from Ontario to Manitoba 
under competitive rates, as against only 34 cars to 
British Columbia? 

MR, MOFFAT: Well, it could be, I don't know; 
I haven't looked at it. 

Q. That shows considerable competition. 

MR. MOFFAT: Are these agreed charges? 

Q. No, I am going to those in a minute; it 
is on competitive rates. 

MR. MOFFAT: There is a fair volume of movement 
im. 

Q. All I am trying to say is that it would 
indicate there is competition here. 

MR. MOFFAT: We are not denying that; we are 
just saying that there is not quite as much. 

Q. The same waybill study shows that there 
were 44 carloads shipped by agreed charges to Manitoba 
as against 91 into British Columbia. 


MR. MOFFAT: Forty-four as against 91? 
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Q. Yes, but the 44, I suggest to you, still 
indicates a considerable amount of competition. 

MR. MOFFAT: I know, but I will just repeat 
what I said before; there is some competition here, there 
is quite a bit of competition, but not as much as in 
other areas, not as much as there is between the big 
cities in eastern Canada. 

Q. Iwas afraid that you were making the sug- 
gestion by that statement on page 13 that there was 
practically no competitionfn Manitoba. 

MR. MOFFAT: Well; apparently on your figure 
half as much as in British Columbia on the agreed charges. 

Q: Which is part of the picture. 

MR. MOFFAT: Yes. 

Q. Now, I know, Mr. Moffat , that you have been 
connected with rate cases for many years on behalf of 
Manitoba interests, and I draw your attention to the 
sentence on the top of page 17 of your brief, "Our members 
continue to oppose this policy and maintain that there has 
been no demonstrated need for an increase in any grain 
rates". Now, I put this question to you, Mr. Moffat, 
and I suggest to you that in no case has there been 
a demonstrated need for an increase in the rates of any 
one particular commodity, and if I can go back to an 
example that I like to use all the time, lumber from 
British Columbia, and I will put this to you and see 
whether you will agree with it, that in no general 
increase cases was it ever proved that lumber was not 
paying its costs. 

MR. MOFFAT: No, I think you are correct, 
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that in no general increase case was there any attention 
paid to the cost of any one commodity; it has been the 
over-all approach. There have been a few isolated 

cases dealing with particular hauls, but not a general 
case. 

Q. Not a general case. So that lumber, for 
instance, from British Columbia had to take the increase 
whether it was paying its costs and more, or not. 

MR. MOFFAT: Yes, that is right. 

Q. And the only criterion was whether or not 
the railways were earning an over-all amount sufficient 
for their requirements? 

MR, MOFFAT: That has been the practice all 
right, yes. 

Q. You made a reference to the costs of 
lumber for the members of your association here. Can I 
read into that that the members of the association 
believe that the rates on lumber from British Columbia 
are too high? 

MR. MOFFAT: Yes. 


Q@. ZI might say that I agree. Thank you. 
CROSS-EXAMINATION BY MR. DOHERTY: 


Q. Mr. Moffat, as you are aware, I appear 
here on behalf of the province of Saskatchewan , jeaane 
province, as far as agriculture is concerned, we are 
in a somewhat similar position. 

May I direct your attention to paragraph 47, 


where you say, “Another regional difference is we think 


important, namely, the difference between operating costs 
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on the Manitoba prairies and in the mountain and rock 
formations of other provinces." Now, I suggest you are 
not including Saskatchewan in that? 

MR. MOFFAT: No, Saskatchewan is just as flat 
as Manitoba. 

Q. So the formula you are presenting here 
would apply equally to Saskatchewan, is that right? 

MR. MOFFAT: Not entirely. The operation withi 
Saskatchewan, yes, but not quite to the same extent as 
the ope ration of the Saskatchewan group, because the 
producers in Saskatchewan - some of it goes west and some 
of it goes to Hudson's Bay, but as far as the operation 
within Saskatchewan is concerned, I think it is just as 
good. 

MR. MAURO: Those nice gentle slopes. 

THE CHAIRMAN: Downward slopes. 

MR. DOHERTY: Q. You are mentioning this as 
a factor pointing to the low operative costs and the fact 
it might help lead to low cost of movement, particularly 
in the grain trade? 

MR. MOFFAT: Yes. 

Q.. It. is a factor. 

MR. MOFFAT: Yes, it is a very important 
factor, 

Q. Now, then, on page - 

THE CHAIRMAN: I take it that you recommend 
that the mountain differential be restored? 

MR. MOFFAT: I think, Mr. Chairman, what it 
gently recommends is, if you are looking at grain oper- 


ating costs, you should look at grain operating costs 
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on the flat prairies, and for that purpose should 
3 restore, perhaps, the mountain differential. I gently 
4. suggest that you at least look at that possibility. 
5 MR. DOHERTY: Q. On page 22 at paragraph 78, 
6| you say, "Secondly, we would point out that existing rate 
, per mile in Manitoba on Crow's Nest grain are higher than 


in the provinces to the west of us," and you give some 


8 

9 examples. However, you are fair enough to admit in the 
next paragraph that there are some reasons for this; 

a you say, "It will, of course, be pointed out that rates 

- per mile are normally less for longer hauls than for 

12 


shorter hauls to reflect the fact that the cost of 

13 originating and terminating the shipment must be 

14 covered in the rates for short movements and that extra 
15 mileage is less expensive than the first short haul 

16 mileage." Now I would suggest to you, Mr. Moffat, that 
there is another. factor that will have to be taken into 


17 
consideration, and that will be the density or the 
18 
volume of the movement. 
19 : 
MR. MOFFAT: Density and the regularity, yes. 
20 


Q. I would suggest to you also that in making 
21 this statement that Manitoba is paying a higher rate, 

22 you would have to take into consideration the fact that 
23 it is the density cf the movement which controls the 


the lower cost of moving grain to the Lakehead; would 


24 
that be so? 
be 
MR. MOFFAT: Yes, this is one of the factors, 
26 
that is right. 
Zi 
Q. If the grain was not moving in from 
- Saskatchewan, you would have that density of movement 
29 


30 
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perhaps leave you with a higher rate from Manitoba to 
the Lakehead. 

MR. MOFFAT: You have that situation in other 
places, too. The basic pattern that has been set out 
here is for a class rate scale, which is the general 
scale applicable where there are no special circum- 
stances, and it does give a certain advantage over a 
haul of 500, say, compared to 300 miles, and that scale 
is some measure of what the extra cost is on the extra 
miles, but the density would be one of them. 

Q. I wonder if you would just explain to me 
what you have in mind in these paragraphs 81 and 82; 

I want to be certain I understand you. You mention the 
class 8 rate, and I take it that is eight per cent 
of the 100 class, class 100? 

MR. MOFFAT: Yes, and as I explained it in 
presenting it, someone asked the question that it was 
selected as being the percentage of the class 100, 
which would come closer to 100 per cent above the 
existing rate, which is the figure that the railways 
have suggested. That is not why we are suggesting it, 
but the railways suggested something equivalent to 
doubling the rate, and this is the closest percentage. 

Q. I understand that you also say that 
you are taking the position that the grain rates are 
compensible? 

MR. MOFFAT: Yes. 

Q. And that this is, if I may emphasize it, 
this is only if adjustments are made and only if a 


subsidy is to be paid, is that correct? In other words, 
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without this situation arising this proposition now 
mentioned wouldn't be something to take into account? 

MR. MOFFAT: Yes. We made that very clear, 
and I repeated the sentence when I read it. We are 
emphasizing that we are not taking away from the basic 
contention that there is no proof that they are losing 
money on the grain rates, and that nothing could be done 
about it; we stand firmly by that. 

Q. The other reference I had was a brief one 
made with regard to the movement of livestock, 
Mr. Moffat, and you mentioned that the railways have 
lost the livestock movement by virtue of the fact of 
higher rates. Do you seriously think if those rates 
were to be lowered the movement of livestock would be 
attracted back to the rails? 

MR. MOFFAT: There is very little in Manitoba; 
it is an awkward service. 

Q. You think that there would have to be a 
reduction in rates and an improvement in service as well? 

MR. MOFFAT: In a lot of cases they have to 
haul it and they still have to bring it in. There is 
the fact that the trucker will come right to the barn 
yard and pick up the animal and take it to the slaughter 
house, and the railways can't compete with the conveni- 
ence of truck service right in the yard. 

Q. I am also informed that there may be some 
disability with respect to the multiplicity of rates 
and the differences in what the cost of movement may be; 
would that be correct? 


MR. MOFFAT: You mean for less? 
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1 
2 Q. Yes. 
3 MR. MOFFAT: It may be. Our discussions with 
4 the farmers in the organization were primarily to do 


5 with the convenience of the trucker picking it up right 
6 in the yard, which was the predominant factor, and the 


result is that there is very little livestock movement 


left without that. There is a fair amount of livestock 
: in Manitoba, but what originates in Manitoba is a 
relatively small amount of what is moving on the rail. 
” Q. But the reduction in rates in itseif 
11 wouldn't be sufficient to change the pattern of movement? 
12 MR.MOFFAT: I doubt it. 
13 Q. Thank you. 
14 THE CHAIRMAN: Does Canadian Pacific transport 
15 - livestock? | 7 
1 MR. MOFFAT: I don't really know. 

MR. SMITH: I have no questions, Mr. Chairman, 
i but with respect to the table in paragraph Te which, 
= I take it,is identical as far as it goes, with spéndttx 
19 


3 in the submission of the Winnipeg Chamber of Commerce , 


20 and I understand that the Commission will procure the 


21 information that I requested. 
oy) THE CHAIRMAN: We will check that. 
93 MR. SMITH: Thank you. 


24 CROSS-EXAMINATION BY MR. HUME: 


25 

Q. Mr. Moffat, time is running out on us 
sai and I will be very short. There are only two points 
27 


that concern me. The first is in connection with 


28 your reference to the payment of whatever it is that may 
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be decided to be paid, and you suggest in paragraph 75 
that you want to call it a subsidy. May I ask you 
whether your organization has given any thought to 

this proposal that if there is to be a payment for the 
movement of grain, that it should be paid not to the | 
railways as a railway subsidy, but it should be paid to 
the shipper so that he may select his own mode of trans- 
portation in the future. Have you any policy on that, 
either you or Mr. Ransom? 

MR. MOFFAT: Well, the basic policy of our 
discussion has been that we take the position as of 
now that there should be no subsidy because we don't 
think it.is preven. If you go to the eel point, . 
there has been no discussion and there is really 
nothing considered within the organization as to the 
possibility that something might be arranged to make 
it possible for the benefit of this to go to the trucks, 
but I think you should recognize that the truck move- 
ment and the amount of volume you are talking about of 
grain for the distances which we are talking about, is 
practically out of the question at the present time. 

Q. Were you aware, Mr. Moffat, that from 
- and I assume that you would be from your long experi- 
ence with these matters - that there is a comparable 
movement from Manitoba to the Lakehead, comparable 
movement south of the border. | 

MR. MOFFAT: Yes, there are some out of 
Manitoba southbound on seed grain, but it is a relativel 
small volume. 


Q. It is more a matter of rate than anything 
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else, isn't it? 

MR. MOFFAT: Yes, it is the rate. 

Q. And if, as a result of the deliberations 
of this Commission, and perhaps another one ten years 
from vows there is a payment perkinscaded that would make 
the rate attractive to other modes of transportation, 
would you feel that this payment should be made just to 
the railways for the adveent of grain i should it be 
made to all modes of transportation? 

MR. MOFFAT: Well, if it was owas te to 
handle it that ways I think - I am speaking personally, 
this hasn't been discussed with the organization - 
speaking personally, if it was at all possible, then 
in principle all carriers could have a chance at it, 
but it could only reach that stage if the rate for one 
man driving a truck on rubber tires down the road could 
be as cheap as a three-man crew with a train a mile long 
on steel rails and if the terminals could be there to 
load and unload it at both ends, which would get you 
into a big mechanical re-organization, but in any event, 
if it could be worked I think in principle we would 
agree that everybody should have a chance at it. 

Q. The next point I want to deal with is on 
page 12, and you refer in paragraph 43, and this is 
something which I have read about in the western briefs 
and this is not a question on which I want to disagree 
with you, but this point about the western Canadian 
shippers paying higher rates than those charged in the 
east - I am not disagreeing with that but I want to ask 


you because you are probably one of the most experienced 
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witnesses we will have in connection with the farmers! 
association, and the Manitoba brief indicated and I 
think it is generally so, that about 32 per cent - it 
is the traffic which is the captive traffic that bears 
normal horizontal rate increases. 

MR. MOFFAT: It is reduced to about that, 
and that table showed it, but as somebody pointed out 
you have to add to that the international traffic, and 
you get 30 per cent of it which moves under the Canadian 
rate structure, and another group with moves with the 
American rate stricture; so when you take the total 
amount that indicates that it is bigger than 32. 

Q.- It is somewhere in the area of 30 to 40 
per cent; would you agree with that? 

MR. MOFFAT: Or a little higher, maybe over 
AO. 

Q. I wanted to ask you this: Are you aware 
of the evidence given before the Committee on Railways, 
Canals, and Telegraph Lines on April 14, by Mr. Knowles 
that of all of the captive traffic 56.7 per cent is 
paid in westem Canada and 26.5 per cent is paid in what 
you call central Canada. Were you aware of those figures: 
it appears on page 16 of: the proceedings and Mr. Knowles, 
who is a Commissioner of the Beard of Transport Commiss- 
ioners and a former high official in the Canadian 
National Railways, was asked about increases, where 
does the impact of these increases strike, and he points 
out in his evidence that 56.7 per cent would be on the 
western region and 26.5 per cent on the central Canadian 


region and 16.8 per cent on the maritime region. 
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MR, MOFFAT: I am not familiar with those 
particular findings, but I do know that the most 
important movement of this type is the movements between 
western Canada and eastern Canada, on shipments from 
Winnipeg eastbound to central Canada and from central 
Canada westbound. This is the big group where the big 
increases hit, and this is the group where our complaints 
here are evidenced, and personally I agree 100 per cent 
with them, that we tend to get stuck with it both ways; 
we pay eastbound and westbound. We don't like the 
nature of the market, but that is the nature of the 
market and we get stuck with it both ways. 

Q. From your analysis you are paying part 
of the 26.5 per cent that moves in central Canada, and 
you are paying 56.7 per cent in western Canada. 

MR. MOFFAT: I don't know where those figures. 
come from. 

Q. I don't either, but he has given them and 
I presume they are accurate. 

MR. MOFFAT: It is between Winnipeg and 
central Canada, that is the area as far as we are 
concerned. 

Q. My last question arises out of a comment 
you make in paragraph 54 where you exhort fhe Commission 
to take care of and see that the railways are not allowe 
to destroy truck competition. Do I take it from that 
that your Federation is opposed to agreed charges, or 
have you any policy on. it? 

MR. MOFFAT: There is no real policy on it; 


they certainly haven't opposed agreed charges and there 
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are several illustrations in here where agreed charges 
have worked out to our benefit, so they haven't taken 
any position on the principle of it. 

Q. If the agreed charges were so extensive 
that they caputred so much of the trade that the truck- 
ing industries -- if that situation was threatened, do 
you agree there should be some regard paid to the 
continuation or expansion of agreed charges? 

MR. MOFFAT: If the basic requirement of 
the Act is still there, and if the railways use common 
sense so that when they enter into an agreed charge they 
keep it just at the levdfecessary to meet competition 
and don't go below that, then there is always going to 
be a place for the traffic to get in there, and if the 
railways start going down lower than they have to go 
and start losing money, then we will have some complaints 
from western Canada, because we don't want to have losses 


on agreed charges charged up against something else. 
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Q. You can understand, Mr. Moffat, that I am 
not so concerned as to whether or not the railways are 
going to make money on the agreed charges; that I am 
concerned with if an agreed charge captures about 90 
per cent of petroleum, it is apt to affect the petroleum 
haulers and impair their ability to carry on. Your 
brief indicates that the best outlook for you is to have 
that competition. You say that in your brief, and I am 
suggesting to you -- is that consistent with the fact 
that agreed charges, if extended, might threaten that 
competition? 

MR. MOFFAT: I think it is quite consistent. 

I think you could summarize the position that the farm 
people do not want to see any legislation which will 
fixe Miutsbate either the trucks or the railways driving the 
other out of the field. But, as to whether they would 
like to see any legislation to protect one against the 
other, I think the answer is no. They would prefer fo 
leave it to competition to deal with. 

Q. Free competition? 

MR. MOFFAT: Yes. 

MR. HUME: Thank you. 

THE CHAIRMAN: You do not condemn the agreed 
charge; but you would condemn the abuse of it? 


MR. MOFFAT: Yes. 
CROSS-EXAMINATION BY MR. MACDOUGALL: 


Q. I think these questions are basically on 
part of the brief you have submitted. At page 7, at the 


end of paragraph 25 you say: 
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"We think it is important that you examine 
carefully the operation of the Canadian rail- 
ways to see if they are offering a standard 

of service that adequately meets the needs 

of modern business but it is equally important 

that you cguniine their aedrutions to see if 

they are charging the people of Canada for 
elaborate and costly items which could be 
adequately provided by a less costly method". 

There are a few points there, Mr. Moffat. 
Firstly, are you suggesting that there should be any 
additional type of regulation on the railways to prevent 
this? 

MR. MOFFAT: No. All we are saying is that 
if they go asking for a rate increase because they 
are losing money,. and it is clear they are losing 
money by this kind of thing, they should get the rate 
increase. 

Q. And you are not suggesting that there shoul 
be any interference in management prerogative as to the 
type of service it provides, and as to the type of 
decisions they make to discharge their duties under the 
law? 

MR. MOFFAT: Except if they go into a service 
and the community builds up -- depending upon that 
service, that the usual provisions have to come into 
effect -- that they cannot drop the service and get out 
of the area without proper consideration to the people 
who are depending on it. 


Q. And I think those sections are in the 
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Railway Act, to make that technical? 

MR. MOFFAT: Yes. | 

Q. The point is you are not suggesting that 
there should be any interference in management's pre- 
rogative as to the type of service it provides to meet 
the needs of its siti ets or customers? 

MR. MOFFAT: Not any new legislation, no; but 
a more careful look when there is an application on the 
basis of argument that they are losing money. 

| Q. Page 8, paragraph 28. You are speaking 
there about items of inefficiency. You. give an illus- 
- tration: 
"...we would point to station agents drawing 
full salary at points where passenger, express, 
livestock and telegraph business is ations 
completely lost’ to the railways and where 
full carload lots of grain are the —_ 
significant outbound shipments ..." 

Now, Mr. Moffat, are yw aware of the fact that 
over the past two or three years Canadian National has 
eliminated hundreds of these station agents and care- 
takers in western Canada, and hundreds of station 
buildings in an endeavour to economize on that? 

MR. MOFFAT: Yes, we are quite aware this is 
going on, and we agree this is a move in the right 
direction, as long as you do not throw people out of work 
without giving them a reasonable chance to find another 
place to move into. 

Q. You do not,then, have any particular 


points you can point to where this situation is existing 
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at the moment; do you? 

MR. MOFFAT: We have a few ih mind, but we 
would prefer: not to put them on the record, sir. 

Q. I would tell you, Mr. Moffat, if you 
would care to point them out, miisaac-ton or off the 
record -- because we are very interested in checking 
that type of thing. 

MR. MOFFAT: I think perhaps I can generalize 
to this extent -- more on Canadian Pacific than on 
Canadian National. 

Q. Then, at page 10, Mr. Moffat, you are 
speaking, in paragraph 34, of the commuter services, 
and there you say, "The railways claim they have been 
losing money on the commuter service but the users of 
it have opposed either abandonment or a rate increase. 
Consequently, the service is being continued on rates 
which the railways claim to be continuing losses." 

There are two points I would direct your 
attention to, and I would ask you if you are aware of, 
firstly, the fact that Canadian National within the last 
three or four years, has abandoned a rather substantial 
commuter operation in Montreal, between Montreal and 
Vaudreuil, in Canadian National, was in a major way 
abandoned and the service taken over by Canadian Pacific 
in that area. And, also a major service in Quebec» 
between Quebec and Ste. Anne de Beaupre, also abandoned; 
and, also, a smaller service in the city of 
St.-Catharines, also abandoned. Were you aware of that? 

MR. MOFFAT: No, we were not. We were aware 


that this kind of thing was going on. We did think it 
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was an important point to be made, because it applied 
to the large eastern cities, where there was something 
there that was of national concern. 

Q. I think you will agree with that infor- 
mation -- that there is some indication that a bigger 
analysis of this situation has been going on, and has 
actually been taken? 

MR. MOFFAT: Yes, and what we say is, "Hop 
to it". 
: Q. You say "More power oe you"? 

MR. MOFFAT: That's right. 

THE CHAIRMAN : Mr. Macdougall, is that under 
the Canadian National or. Canadian Pacific Werth a“ quite 
apart? ie 

MR. MACDOUGALL: No, sir, this is strictly 
on application to the Board of Transport Commissioners. 

Q. dust for the record, in Adaitd on to the 
increase Mr. Cooper spoke of, 10 per cent in the freight 
rates in eastern Canada, which went into effect at the 
beginning of this year, there has been a 100 per cent 
increase in commuter rates, 1945 to 1956, and before 
that, the 20 per cent increase. Were you aware of that? 

MR. MOFFAT: No, but even if you add those 
together, it is still less than the freight rate. 

Q. In any event, I ee you say, there, 
"Gontinue on with the good work"; right? 

MR. MOFFAT: That 's right, yes. 


Q. Now, Mr. Moffat, on page 15, paragraph 54, 


the paragraph Mr. Hume referred you to and in.which you 


state that the railways should not -be allowed to destroy 
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truck competition, and I put these two thoughts to you: 
Firstly, as you are aware, the railways have been 
attempting for a number of years to effect economies 
and give more efficient operation by substituting truck 
service on the highway for rail service for l.c.1l. 
freight and baggage, etc. | 

I take it you would not be opposed to the 
railways continuing to do this and endeavouring to get 
the necessary franchises to enable them to do it this 
way? | 

MR. MOFFAT: In principle, there is no 
objection among the members of the association to the 
railways operating trucks and getting franchises, but 
there is very strenuous objection if they see it going 
to the point where it looks like the railways are 
creating a new monopoly by getting truck franchises 
instead of railway franchises. 

And, in this way, they feel most strongly 
against this. So, up to a point, they will agree that 
this kind of thing is desirable. But, once it gets 
beyond a certain point bnfl it looks like a new monopoly, 
you will get even more vigorous opposition than before. 

Q@. You are not suggesting that a “monopoly or 
a near monopoly is approached now? 

MR. MOFFAT: There are one or two areas where 
people are beginning to look hard at’ TG. | 

Q. But, basically, you agree that railways 
Should be allowed to effect economies by substitution 
of service or companion service? 


MR. MOFFAT: Up to the point where they start 
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creating a new monopoly. 

Q@. Just one other point. On pages 19 and 20. 
Page 20. Mr. Smith requested the same information as 
was earlier requested, including revenue per ton mile? 

MR. MOFFAT: It is the identical information. 
They were both taken from the same source. I could 
just give you this. I have right here in front of me 
the number of cars in each of these. In total, this 
group we have is 17 cars. 

Q. I think it might be fair to say that the 
total of cars you were talking about in the grain move- 
ment is three to four hundred thousand? 

MR. MOFFAT: That is right. This is a sample 
which indicates something like that -- 1700 cars, 
because it is 17 cars on a 100 sample. 

Q. In paragraph 70 you refer to @ rate on 
lumber from Moor Lake, Ontario, to Lachute, Quebec. 

I have made a calculation of revenue per 
car mile and per ton mile, and subject to. your checking 
it is correct, I would suggest that in that a unent a 
per car mile movement of 86 cents, and per ten mile 
82 cents, which would be four times the ton mile on 
the Crow's Nest rate? 

MR. MOFFAT: I think that could be correct. 
The point we are trying to make here is that.the railways 
are prepared to move this kind of traffi¢ in relatively 
small volume, and in unorganized shipments, and returns 
per car about in line with whet they are getting in 
good Steady grain. 


Q. The return per ton mile, which is somewhat 
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the same as the per ton mile, might be four times. as 
high? 

MR. MOFFAT: Yes, and that is a good 
indicator for some purposes, and the Crow rate is good 
ter other purposes. 

Q. on top of page 20, the movement you refer 
to from Outremont, Quebec -- the per car mile earnings, 
91.9, and the per ton mile 2.36? 

MR. MOFFAT: That is approximately correct. 

I haven't checked them, but it sounds right. 

MR. MACDOUGALL: Thank you very much , 
Mr. Moffat. 

THE CHAIRMAN: Mr. Sinclair? 


CROSS-EXAMINATION BY MR. SINCLAIR: 


Q. Possibly before I ask Mr. Moffat a questio 
or two, I could ask Mr. Ransom just a couple of questions) 
on matters which I think are out of the scope that you 
intended you wished the questions be directed to you. 
If this is not so, of course, you let me know, and then 
Mr. Moffat can deal with them. 

Mr. Ransom, there is competition for the 
handling of farmers' grain at many shipping points in 
western Canada, Manitoba, where there would be either - 
a Manitoba Pool and a U. G. G., and one or more of the 
line elevator companies, all available for the farmers 
to use in the shipment of their grain? That ig 
correct? 

MR. RANSOM: Yes. 

Qi Indeed, we have been told in these 
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proceedings that the line elevator orgarri zations 
handle about 50 per cent of the western grain crop 

and the U. G. G. and the Pools, the other half, Would 
that be about right, as far as you would know it? 

‘MR. RANSOM: Approximately, as far as I would 
know it. 

Q. You would agree, Mr. Ransom, that it 
would not be in the best interests of the farmers or of 
Canada if all grain handling facilities were taken over 
by the government? 

MR. RANSOM: Would I agree that that would be 
best? 

Q. I asked you you would not agree that it 
would be in the best interests of the farmers and the 
people of Canada if all grain handling facilities were 
taken over by the government? Would you? 

MR. MOFFAT: I do not think we could expect 
Mr. Ransom to give a considered answer to that one this 
quickly; it is so far ert whe subject. 

THE CHAIRMAN: Well, where is it going, 

Mr. Sinclair? 

MR. SINCLAIR: Well, where it is going, sir, 
-- I think I should have the opportunity of proceeding. 

MR. SINCLAIR: Q. I take it that you do not 
wish to answer that question? 

Let bie efiere you one to make it a’little easier, 
Mr. Ransom. Let me ask you this: You would agree that 
it is best to allow the farmers to decide which crops 
they will sow, how they will rotate their crops, when 
they will allow their land to be fallow, saa be strive 
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to be efficient, and make the most out of their oper- 
ations that it is possible to make. That is a principle 
you would support? 

MR. RANSOM: Yes, up to a point, as long as it 
is not interfering with the national interest. 

Q. De you think it interferes with the national 
interest to allow farmers to run their own business? 

MR. RANSOM: No, I didn't say that, but the 
use of land, for instance, is something that I think 
a national interest is involved in at certain times. 

Q. And the national interest is best served 
by letting independent farmers handle their own problems, 
rather than, for instance, having state farms? 

MR. RANSOM: I would say yes. 

Q. Now, in the light of that, you would also 
agree that the farmers should be allowed to deliver the 
grain to the elevator of his choice? | 

MR. RANSOM: Yes. 

Q@. And if he was going to be allowed to 
deliver it to the elevator. of his choice -- if all 
elevators were owned by the government, he would have 
no choice; would he? 

MR. RANSOM: No, he obviously would not. 

Q. Then, would you like, then, in the light 
of what our discussion is, to go back to that question 
I put to you earlier, and that is you would not agree 
that the best interests of the farmers and the people 
of Canada would be served if all grain elevators were 


owned by the government? 
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MR. RANSOM: No, I enas think so; not at 
the present time, anyway. 

Q. You don't think they should all be owned 
by the government at the. present time. You read in 
publications constantly about countries where railways 
have been nationalized, and all railways in the country 
are nationalized? : 

MR. RANSOM: I have read of it, yes. 

Q. Do you know of any nationalized railway 
system that has operated consistently at a profit and 
paid income taxes to assist in the carrying of national 
purasna? 

MR. RANSOM: I don't know of it, no. 

Q. It has been said, Mr. Ransom, that Canadian 
Pacific has not had a successful year unless the income 
taxes it pays meet the Canadian National's deficit: 
have you’ ever heard that? 

MR. RANSOM: No. 

Q. Would you agree with it? 

MR. RANSOM: No. 

Q. Would you think that is not successful if 
they have met the C. N. R. deficit? i 

MR. RANSOM: No. 

Q. You said at page 14 - and this is a matter 
that was drawn to your attention by Mr. Cooper - that 
you would like to see the oun kalon make a study of 
the advantages and disadvantages of both Canadian 
National and ee Pacific being operated by the 


federal government. My question to you is this: Do. 
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you think the study should also take into account the 
advantages and disadvantages of both the Canadian 
Pacific and the Canadian National being operated by 
the Canadian Pacific? 

MR. RANSOM: Yes, I think so. 

Q. Would you also suggest that the study be 
extended to an inquiry and full appreciation as to 
whether the government should get out of the railway 
business and sell the Canadian National Railway to 
private investors? Do you think they should take a look 
at the advantages and disadvantages of that? 

MR. RANSOM: I would think so, yes. 

Q. Would you agree, Mr. Ransom, that every 
government in Canada since 1881 has expressed a preferenc 
to have Canadian Pacific Railway operated as a private 
enterprise rather than asa government enterprise? 

MR. RANSOM: Yes. 

Q. Your answer is "Yes"? 

MR. RANSOM: Yes. 

Q. I think, having dealt with those subjects 
I would turn to a matter with Mr. Moffat,.and I say to 
Mr. Moffat that if I put any questions to him that he 
feels he cannot answer, then I will quite understand 
if Mr. Ransom answers. 

Mr. Moffat, from your close association with 
matters of interest as " what the railways are doing; 
would you know that Canadian Pacific was the first major 
railway in North America to establish the right to 
operate diesel in freight and yard service without 


firemen? 
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MR. MOFFAT: That is correct, yes. 

Q. Do you also know that Canadian Pacific 
was the first major railway in North America to operate 
rail diesel cars in multiple without firemen and with 
restricted crews? 

MR. MOFFAT: Yes. 

Q. Would you also know that Canadian Pacific 
has been most aggressively pursuing the elimination of 
unprofitable passenger train services so that today 
in western Canada practically all passenger train 
service on Canadian Pacific has gone except on major 
trunk lines - main lines - well, let us review them: 
Winnipeg-Emerson; Pasqua-North Portal; Moose Jaw-Macklin; 
Medicine Hat-Lethbridge and through the Crow; Lethbridge- 
Calgary, and our train service from Winnipeg - the one 
the company has now before the Board. 

MR. MOFFAT: What is the question? 

Q. Did you know this is a major reduction 
in the passenger train services that were existing, say, 
ten years ago? 

MR. MOFFAT: Yes, we knew that has been going 
on. We didn't know all the exact detail, but we knew 
in general it has been moving in that direction. 

Q. Aggressively? 

MR. MOFFAT: I don't know. What does 
"ageressively™ mean in that direction? 

Q. We will find out in a minute. Would you 
also know that Canadian Pacific instituted the first 
fully integrated merchandise service last year in 


British Columbia of any railway in North America? 
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MR. MOFFAT: No, I don't -- what is a fully 
integrated service? 7 i 

Q. Goods moved by road or by rail to give 
the customer the best possible service at the lowest 
possible cost. 

MR. MOFFAT: I knew that kind of thing was bein 
done. [. didn't know what you called its Yes, that is 
being done, and séme of it here too. l 
Q. This was fully integrated involving 


movements through Vancouver and through the same shed and 


one pickup truck no matter whether it was moved by rail 


or road or éxpress? 

| MR. MOFFAT: We knew that was going on, and 
the same comment applies that I made to Mr. Macdougall: 
We are in favour ef that as long as it does not carry to 
a point where it begins to eliminate. the competitive 
truckers. | | 

Me Q. Do you also know that the Canadian Pacifie 

and Canadian National Railways aggressively attempted to 


secure efficient use of rolling stock by arranging for 


aaa 
wd 


quick unloads and loads --- 
MR. MOFFAT: You are back to demurrage again. 
Q. You knew that? 7 
MR. MOFFAT: I knew they aggressively tried 
te do something. I didn't know anything about the details}. 
we You have said you knew that Canadian ; 
Pacific had closed some station agencies and reduced them 
to caretaking, and eliminated some caretaking, and in 


answer to my friend, Mr. Macdougall; you said you knew 


of a number of places, and they were all on the Canadian 
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Pacific - or most of them were on the Canadian Pacific - 
where we had not been as aggressive as, in your view, 

we should have been. TI think, Mr. Moffat, that this is 

a very serious matter and if your organization feels 

that way about it we would like to know mised they are, 
and you can either give them to the Commission for derive 
ery in confidence to the Canadian Pacific, or you can 
give them to me in confidence and I will certainly see 
that they’ are investigated, or ‘you’ can put them on the 
record here if you wish: Which would you like to do? 

MR. MOFFAT: I don't think we will do any of 
them. I think the position our organization wants to 
take here is that this sort of ening should be done, 
and that these superfluous personnel should be removed 
from the costs that are being charged against freight 
shippers; put, owe are not suggesting that we should pih- 
point one or another and say this or that should be done. 
That is a job for railway management. 

Q. Your suggestion was that the Canadian | 
Pacific Railway had not been carrying out their duty to 
operate, and their management had not been efficient 
in respect of the> closing of station agencies: Where 
are they? | 

THE CHAIRMAN: Well, I think a“ must excuse 
Mr. Moffat from being a policeman. 

MR. SINCLAIR: Well, he should not have made a 
statement unless he is prepared to-prove it, and I say 
that he either says that he jocularly made the remark ard 
wishes to withdraw it, or supply proof to us or to the 


Commission, and I would ask the Commission to so rule. 
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MR. MOFFAT: Well, I agree the remark was 
made jocularly, but I think, seriously, if you want a 
serious statement on it -- 

‘MR, SINCLAIR: Q. I certainly do. 

MR. MOFFAT: The discussion has been that in 
general this kind of thing has been going a little faster 
on the C. N. than on the C. P. ‘Jocularly I bli -verat ea 
the extent of it, but I think it is a careful tet dient 
that it seems to be moving more rapidly on C. N. than 
on C. P. 

Q. And you have no specific instances that 
you know of that you feel management has not been proper 
in its duty in reducing expenses with regard to the 
closing of statioh agencies? atl | | 

MR. MOFFAT: No, not that they have not been 


proper in exercising their own discretion. .This is a 


/ 


~! 


function: of management. .There are places where , if we 
had been management, we would nave exercised it 
differently. But, this is not the function of an outside 
organization. 

qit It is. like somebody-who happened to be a 
lawyer from eastern Canada and who didn't know anything 
about the farming community and the work that is done 
who went to a town in Manitoba and he sat across the road 
and watched what an elevator agent did: Would he think 
that maybe he wasn't busy all day long? 

MR. MOFFAT: He may think sometimes he wasn't 
busy, but he would certainly think he was doing a lot 
more than a station agent over a year. 


Q. Maybe he would have to stay a year to find 
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that out? 

MR. MOFFAT: Maybe, yes, but I ie ae he 
would find it out. 

Q. Is it your suggestion that station agents 
are not the type of people who are doing their job to 
the best of their ability? 

MR. MOFFAT: Certainly they are. All we are 
suggesting is that the job is not there any more, or is 
not there to the same extent it used to be. They are 
doing a very fine job and they are very fine citizens 
of the community. 

Q. And we can look forward in the railways, 
and in the Canadian Pacific particularly, to the full 
support of the Manitoba Federation ef Agriculture when 
we close station agencies and matters of that kind? | 

MR. MOFFAT: No, you can't. : 

Q. We can't? 

MR. MOFFAT: But you can look for a more 
Sympathetic lack of opposition. | 

Q. Now, Canadian Pacific has suffered three 
strikes in the last ten years in an effort to eliminate 
waste and to prevent railway wages from getting out of 
line, and in addition to those three strikes it has 
carried two labour disputes through binding arbitration, 
and in addition has been mane aatire in conciliation 
boards and labour matters: You know of that? 

MR. MOFFAT: Yes. 

Q. You also know this, that most senior 
operating, executive and maintenance officers of - 


Canadian Pacific have appeared for months on end, year 
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after we thy before the Beard of Transport Commissioners, 
arbitration boards, royal commissions, parliamentary 
committees, explaining oMdetath their maintenance 
ava their operations and have been cross-examined by 
counsel from the provinces and from any other parties 
who wanted to come to those proceedings to cross- 
examine: You know that? f 

| MR, MOFFAT: Yes. 

Q. Now, in the light of that and the various 
facts we have been discussing, would you agree with 
me that the last sentence of the page 7 of your brief, 
that the most important word in there is the word 
"apparent" lack ef effort -- the most important word 
would be “apparent"? | 

MR. MOFFAT: That question was a fairly 
lengthy one, and I think it deserves a fairly lengthy 
answer. : ? 

Q. I am just asking you to read this last 
sentence on page 7 of your brief. 

THE CHAIRMAN: Well, he is answering you. 

MR. SINCLAIR: Well, I don't think it was a 
lengthy question. 

THE WITNESS: I heard it, and I was looking at 
the report for the purpose of refreshing my mind as to 
the approximate total revenue of the C. P. R., and I 
think this preamble to this question should be looked 
at in the context of the size of the business we are 
dealing with. We are dealing with a business which is 
$400 million or more per year. If you add the C. N. 
te it, we are dealing with a business that is getting 


: a a. 
alee 
> ae aR st Ve 
aie aes 7 og : 
ee > 2 Po _ J ‘ 
_ =, a , e 7 - ‘ 7 


a 


c 


ae | 
a 9 
oe .arsno tee tao) Jroqenset ‘Ic brseg onl 4 


‘yistaomstftaq no hee townes, LBRO: « 
a 
. joa Poona: 


 eonaneiniam tLedd Listeb st ea 


i) 
ud herLmaxs~ aRo%D need one bas daaaieane 
astdtsu ¥endo ans Mont bas & aoontvexg arid pags teen eo 
-#g0%D oF gunidSseoetg 2 sodt ot amo> ‘ot nino ane 

| | Tadd wonW wor venta 
soy  sPATIOM AM. c $i 


evoiasy sit Sas Jedd to tdgil ent mt Wor & o o* 


ily Ssoxge oxy 5 lerew guteavouth roed ever ww stost 
pike 


at 7 
t i f 7 
brow ot et evedis at baoew taedro gut deom ord gait 


v9 


tela avey lo JT sasq edt +6 sonetnee tasl edt sais 


buow taadvoqul Jeon edd -- trots to weal Reeth 
- |. a a 

| : > Seema” edu balwew aa 
at 3 eew oot seot $p 2 eer FA GIOM FO Li | 


7 ‘ 
om 
en ne a ee nn Ca es Oe eo ae 
v 5 r i 


i 
~ 
~ 
-—~? 
a 
~ 


yiiltensef ylttst s aswraceh tt aatdd I bas vune wttguantial 


| od f : el | 
| | ORT She, roMens 
test eidd. beet of voy gribige teut mI 1.8 ; a 

| 

. teted aseg to T 696q nO otimeamen 


| oy wuyswene ef od .ffew +WAMAIAHD SHT ah 
| e asw 3k vntdd F*oeb I. flew sATATOAS: - AM Wag? 
| , vf iteeup ‘wiogmed 
| 38 antdool 2esw I bas Pi: biased I :B8nTEW BHT | ie jss 
) o3 28 Solin vo geidesrtes te srequua odd cet srogqet est : |, — 
I bas ..A 4 .O oft To sonever iavet etamixeiqqs 9 ; 
bexioel od blivots aelieewp skit oF efdemeiq atdd— tbs 
O%5 OW sasntaud et To. exte oid to txednoo edt & 


el dotiw sasctercd 8 adie aniissb eqs OW ow idiw 3 
| mi 
“A .9 sid dbs Hoy MD .meey ae 10 noliss 


Quitte, at dsdt eacrievd & ane “ Cs ee i dt 
" ais CX 


ies 


= a4 a 


a : = in ies : 


“ ANGUS, STONEHOUSE & co.LToO. Ransom, cr-ex. 4789 
TORONTO, ONTARIO (Sinclair ) 


close to the $1 billion a year. 

MR. SINCLAIR: Q. Gross? 

MR, MOFFAT: Gross. Now, a business of that 
size is bound to spend a great amount of time negotiating 
with its employees, negotiating or litigating with its 
customers, and in general working over its relations 
with everybody who is doing business with it, and, 
consequently, I think we should give full credit to the 
railways for the efforts they are making, but I don't--... 
think we should be in the position of thinking that they 
are. forced to spend a disproportionate amount of their 
time on it. I think the-amount of time that has gone 
inte regulation of an industry of this size is not at 
all out of proportion to the importance of the industry, 
and I don't think it can be said that simply because 
they are spending a lot of time that they are doing 
effectively all that should be done. I think they are 
doing good work where they are doing it. What we are 
Saying is that it is not as effective as we would like 
to see it in those aspects, and we would like to encour- 
age them to keep on more and more in that direction. 

Q. I went through a few things with you about 
firemen on diesels and matters of those kinds, and 
about the strikes we had and matters of that kind, and 
I am asking you whether, in the light of those circum-. 
stances, you still think the management of Canadian 
Pacific is showing any lack of effort to eliminate 
wasteful and inefficient practices? 

MR. MOFFAT: What the brief says is that there 


is an apparent lack; in other words, looked at from the 
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outside, it is not going as rapidly as the farming 
community would, like to see it go in eliminating waste- 
ful practices. Now, they are, I agree, working quite 
steadily in that direction, and everybody is sympathetic. 

Q. Well, the question I put to you a few 
minutes ago was, that the most important word there is 
"apparent" lack ... , 

MR. MOFFAT: Yes, I think possibly that is 
correct. 

Q. Your answer is "Yes"? 
MR. MOFFAT: It is "an" important word. I 
would not say it is the dint word. 

Q. Now on page 9 of your -brief you deal with 
passenger lines, and before we do that, wel Ranke can 
make the matter clear, I think it is your position, 
and with this Canadian Pacific would agree, that 
commuter services are something separate and distinct, 
and they have to be treated separate and distinct from 
passenger services? 

MR. MOFFAT: And should stand on their own 
feet. 

Q. And should stand on their own feet? 

MR. MOFFAT: Yes. | 

Q. bistiaxe in agreement with you. What I 
am interested in, though, is this question of how the 
passenger service can be made more remunerative in 
respect of that part of it that is going to remain in 
operation which, according to the evidence, insofar as 
Canadian Pacific is concerned, is not going to be very 


great. 
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MR. MAURO: What evidence is that? 

WR. SINCLAIR: Mr. Crump's evidence on the 
last day when you were not there. 

MR. MAURO: Was this in cross-examination? 

MR. SINCLAIR: Yes. 

MR. MAURO: And it is not going to be very great 

THE CHAIRMAN: Well, there was an indication 
it may not be. 

MR. MAURO: We are still awaiting with bated 
breath the information on passenger service. 

MR. SINCLAIR: Q. What I am interested in is 
the views of you, Mr. Moffat, on behalf of the Manitoba 
Federation of Agriculture, because I think this is : 
very important because of the organization that you are 
representing, and I am tiketing a little while with you 
because I think the grain growing people as well as 
the grain handling people have a lot to say to this 
Commission, particularly about issues that Mave been 
raised. Would your organization, the Manitoba Federation 
ef Agriculture, support the elimination of the mandatory 
issues of free transportation that are set out in the 
Railway Act and other statutes of Canada? 

MR. MOFFAT: I don't know what is provided 


in that regard. 
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Q. Well; there are positions in the Railway 
Act and in other federal statutes that make it mandatory 
for the railways to issue free transportation. Let 
me give you an example. All members of parliament 
must receive free transportation from the railway. 
Would your organization agree that in place of that 
they should secure travel warrants, travel warrants 
that would be issued by the government so that they 
would be able to move as they wished to move, but under 
travel warrants rather than move for free? 

MR. MOFFAT: I think as far as I could go 
in answer to that is that we think such a thing should 
not be charged against the freight shippers. We think 
it should be charged against ‘the railway or the federal 
government, but if the federal government wishes to 
continue it; we would. have no opinion. 

Q. You certainly would think it is a matter 
that this Commission should take a look at; we can 
agree on that? 

MR. MOFFAT: Yes. 

Q. And should make appropriate recommendation 
after looking at all the factors. 

MR. MOFFAT: Yes, I agree with that. 

Q. Furthermore, that the question of free 
transportation to employees of the railways should be 
looked at. 

MR. MOFFAT: You will notice that we mention. 
free transportation to the employees. Our pein’ of 
view on that is that this is part of the remuneration 


to the employees, amd if the company decides to pay 
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remuneration in that form, if it is part of an agreement, 
or something of that sort with the employees, then it 

is a question to be considered as part of the cost of 
wages for those employees. 

Q. Let us say it is not a part of any agree- 
ment. 

MR, MOFFAT: Then, it is up to railway manage- 
ment to deal with it. _ 

Q. But I suppose that it would be the 
general position of your organization that the railways 
might give some advantages to their employees by way of 
free transpprtation, but not necessarily one hundred 
per cent. 

MR. MOFFAT: It is ‘ question between the 
company and the employees, just the same as the wages; 
it is part of the remuneration of the employees and it 
Should be looked at in that light. 

Q. That is not what you said in your brief, 

Mr. Moffat, that is not what you said in the brief. 

MR. MOFFAT: What we said in the brief is that 
if it is done this way and it leads to losses on the 
passenger service, then it shouldn't be charged up to 
the freight rates; if it is part of the Wate costs it 
will have to be dealt with as that. 

Q. Then it should be charged against all users 
of transportation, freight as well as passenger? 

MR. MOFFAT: If it is part of the wage costs 
of moving freight, yes. 

Q. That is not what the brief says, but that 


is what you mean by that? 
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THE CHAIRMAN: I think, Mr. Sinclair, it is 
now 5.30 and we might adjourn now until 7.30, but we 
don't want to restrict your examination at all. 

MR. SINCLAIR: The Manitoba Federation of 
Agriculture is a very, very outstanding organization, 
and Mr. Moffat is a man who is very capable in these 
matters and has done a lot of thinking about them, and 
this brief is very carefully worded and, I think, 
deliberately made provocative, but I certainly don't want 
~to restrict him in any way. | 

THE CHAIRMAN: We don't want to do that, but 
I want to hear from the Farmers! Union and the Branden 
Chamber of Commerce. 

MR. MAURO: I want to say, as much as 
Mr. Moffat and my friend, Mr. Sinclair, that we would 
like to carry on this exploratory foray, but our time 
is, limited and in fairness to the Manitoba Farmers 
Union and the Brandon Chamber of Commerce I think that 
we should consider their feelings in this matter, too. 


THE CHAIRMAN: We will adjourn, then, until 
T3506 


---Hearing adjourned at 5.35 p.m. until 7.30 p.m. 


so ee 


ashe odd bas neLAv, ei sits s80n. et tasw I 


laid? I bas bebiew 7 


|Snew 2 seb Untedae I dvd ov Ldsoov 


} 
| 
| 
: 
| 
| 
| 


Sach tert ob ot dnen 3'mob ow =MARRAND mE * ghia 


. S97 9mIHOD 20 tadmegd | 
as dogm as eXse oF dag I +ORUAM JAM 
bivow ow ted etislonts aM bre bet ee SoCo 
omic avo Jud .yerte? vod eto tax aidt no wrso of ‘oukt | 
‘etomis® sdojinsM ort ot eeonited at bas bedtatt iat | 
tadd Mated I-eotemed te sodmed® nobssta et bas metal 
00% .Toviem sidt at egatiee? tkeitt zebteroo bivede ow 
Cbdeus edd «mmmebbs [Liew ow : HABIT ARO aur 


if 
iy 
7 
ae 


MiG O€.F Lita 1. CE.e te benivotbe gntrseli-—= | 


* ANGUS, STONEHOUSE & CO. LTD. Ransom, cr-ex, 4795 
TORONTO. ONTARIO (Sine lair ) 


-yrOn resuming at 7.30 p.m. 


MR. SINCLAIR: Q. The position of the Manitoba 
Federation of Agriculture is that passenger tenis service 
losses should be eliminated, if possible? 

MR. MOFFAT: They should be eliminated "period" 
as far as charges against freight traffic are concerned. 

Q. I am reading from your brief at page 9. 

MR. MOFFAT: Yes, they should be eliminated, 
if possible, as far as the actual operation is concerned; 
but if they are not eliminated as losses, they should 
at least be eliminated from charging them against freight 
traffic. ; 

Q. And the only way that can be done would 
be where the service was being maintained, according to 
your position, in the national interest; that is, after 
a hearing, and where there was a finding that the , | 
passenger train service in question was required in the 
national interest? 

MR. MOFFAT: Then, we suggest, if that 
happened, that the national treasury should make up the 
loss. 

Q. And if it wasn't in the national interest, 
but in the local interest, then local treasuries would 
make up the deficits, would they? 

MR. MOFFAT: We applied that to the commuter 
service. 

Q. And it would also apply equally to any 
other passenger service that was required in the local 
interest? late 


MR. MOFFAT: We didn't discuss the question 
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ef lecal interest. 
@up Well, can we discuss it now? 

MR. MOFFAT: We took the proposition that it 
would only be maintained if it was in the national 
interest. | 

_Q. And you wouldn't contemplate passenger 
train service being required in the local interest? 

MR. MOFFAT: No, the brief doesn't deal with 
LG 

Q. Iam not asking that. I am asking, would 
you contemplate a passenger train service being required 
in the local interest? 

MR. MOFFAT: I would doubt it because a 
passenger train service is likely to be over a fairly 
long line, and there is likely. to be more than just one 
town or municipality inveLveds It is likely to be 
spread over a fairly large area, and it would aden to 
be either a national consideration or part of the railwa 
operation. 

Q. A national consideration or -- in other 
words, two alternatives: ‘National consideration or not 
required -- or, profit? | 

MR. MOFFAT: I ger ia think so, yes. 

Q. Three? 

MR. MOFFAT: Yes. 

Q. If passenger train service was to be sub- 
Ssidized, would you not think that considerable pressures 
would develop to keep on passenger train services? 

MR. MOFFAT: Well, those kind of pressures 


develop, anyway, and I don't think the people who are 


fe at ca a 
" OY Ba tes 
panes 


J+ v5 


ci mn anh ad PTARHOM. sm 
ptuow qyniates ms 4 wiadd gatsies don ms I ag 


| Sieetednt fecol fai: 

8 sgusosd 3i tdveb biwow T PPATTOM. ,.iM 
vittst s xe sd ot vient at soivase ated ngees 
ano tent ent ‘stom od of YLedtl al sterds bas seeks ano 


od od. uLooktt at #2 .Bevflevat ‘Wiisgtotau a0 z 


oF ever biyow ct bas < 8018 egtal Cintet 8 18v0 basrae 


kewliay ant to disq t0 notssrebtemos Isnolten 8 ‘reidte od 


tonto at -- %0 fnotierobLleres fenoltian A p 


‘Tdttowg 16 -- betiupst 

BS .0e8 anksis biuow I :TATGOM .AM 

Seen 2 

-2s¥ 7;TAMTOM AM 

-dwe sd ov site sotvisa atsys, teqgmeasag TI =. 


ay viel 


ia ie ©. 


eomessitq sldayebiaces gad? Antd? tom woy Blyow .bosiile 
fesoivise nisai wgnseesq mo qeon od caters biuew 
zemessig to bait esord . {Low vPAWHOM . mM | f 
938 ofw afgosa sat aAnmtdd ¢'neb I ces pies .qoLeveb 


e =a 


so Ltet0qo | 


ton so nettdaxebtanos [snetish :aevisvsnietis owt abies 


| Lead * ee 


oni 


| 

Is i 
| J ed sad: eon 
| portupes aiited ao iverson akest sogenenag 8 stalqmesnios a ; 
| | 
| 

| 

| 

| 

| 

| 

) 


a 
7 


< ANGUS, + iid arn ant ay LTD. porEve rs cr-ex. 4797 
. Sinclair) 


back of pressure to keep on passenger trains -- I don't 
think their pressure to have it done, if it was a govern- 
ment subsidy, would be any greater than their pressure 

is now when cuey know the railways are going to have to 
pay for its 

Q. Knowing today the railways have to pay 
for it, and the railways have to recover from freight 
traffic and, in effect, they would have to bear some 
part of indirectly in the goods they ship? 

MR. MOFFAT: I don't think that has been 
carried through logically to the point where people 
take that into account when dealing with an application 
in their own line. 

Q. Would there not be pressures develop from 
a matter of local pride te keep on a passenger train 
service even though it was not required, for a stand-by 
service - people like to have it? | 

MR. MOFFAT: Well, a stand-by service partic- 
ularly, I agree there would be pressure for that. 

Q. And that would be particularly so if the 
subsidy was going to be from a federal government rather 
than from a local government, because it is more removed 
from the people? 

MR. MOFFAT: More so if it was federal govern- 
ment than local, that is right. 

Q. Page 13. of your brief, and this has to do 
with method of increases and general revenue cases. So 
that I may understand this, and clarify it a little more 
than it has been for the Commission, would it be correct 


to say that what you really have in mind here in regard 
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to increases flowing from general revenue cases is a 
graduated increase related to distance? 

MR. MOFFAT: I don't ee what you mean; I 
doen't think so. 

Q. Well, you are saying that it is your view 
that costs in terminals have gone up oe than line 
haul costs. 

MR. MOFFAT: Percentagewise? 

Q. Wan jel didoe lve and therefore by using 
eh eveunist eam percentage increase method the long haul 
shipper, who would then of course have less terminal 
service proportionately, your position is that he is 
carrying more than the increase in costs would justify; 
that is your position? 

MR. MOFFAT: Yes, that is right. 

Q. I am suggesting to you that in the light 
of that position, what you bore in edad would be graduate 
increases related to distance? | 

MR. MOFFAT: No, I don't think so. I think 
where this carries logically is to something of the sort 
prepesed by the provincial brief, but that buen would 
be a flat amount of some kind related to the originating 
and terminating costs, which is there regardless of the 
length of haul, plus a percentage applied to the epee 
haul. 

Q. That would bear much more heavily on the 
short haul shipper Pate percentage increase? 

MR.. MOFFAT: Yes. 

Q. Ag it has been applied in the past? 

MR. MOFFAT: Yes. 
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Q. And, for instance, the shipper of sugar 
beets, under that kind of system, would carry a heavier 
burden than he is doing at present. 

MR. MOFFAT: It would hit hard on the short 
haul people, like the sugar beets. On the other hand 
those people do have a chance of some truck competition, 
and they have protection of that sort; but, if it was 
done that way I agree it would tend to go a little 
heavier on people like that, of short haul, particularly 
on heavy tonnage. 

Q. Particularly on heavy tonnage? 

MR. MOFFAT: Yes. 

Q. And if it was applied on a graduated basis 
related to distance, that would not hurt the short haul 
shipper as much as the plan of 50-50 as advanced by the 
province? 

MR. MOFFAT: I don't know what you mean by 
"oraduated"™. 

| Q. Well, it would be a relation between the 
length of haul and the increase to be put into effect? 

MR. MOFFAT: Are you suggesting something like 
20 per cent borttte to 100 miles, and 15 per cent beyond 
that and 10 per cent beyond 500 miles? 

Q. You kind of shock me with the percentages 
and the taper you put in them, but let us say it is 
something like this: That it is 15 per cent for the 
first 500 miles, and 13 per cent for the next 200 miles? 

MR. MOFFAT: Certainly, the organization has 
given no thought to that kind of a prepesal, and berueast 


I haven't, either. 
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Q. That is not what you were thinking about 
on page 13? 

MR. MOFFAT: What was discussed with the Board 
of Directors of the organization was that there would 
be something heavier on the short haul on the people to 
reflect the increase in the terminal costs, but whether 
it would be a few more cents or a little larger percen- 
tage, or how it would be done, was not discussed. 

Q. It was not discussed? 

MR. MOFFAT: No. 

Q. On this matter of co-operation between 
railway companies which you referred to in your brief, 
one of the ways of co-operating, as indicated by 
Mr. Macdougall with regard to the elimination of 
commuter runs, leaving the Canadian Pacific in the 
field alone; another example, I suggest to you, closer 
to home, Mr. Moffat, would be the Canadian Pacific's 
application to withdraw the service between Winnipeg, 
Saskatoon and Edmonton and allow the main line of the 
Canadian National to carry whatever business is .in-" 
volved? | 

MR. MOFFAT: That would be an example, yes. 

Q. Would you agree that is a pretty sensible 
way to approach a matter such as where there are two - 
passenger trains operating, that you have made reference 
to? 

MR. MOFFAT: That is a sensible way to approac 
it. I don't want to be pinned down to say we support 
that particular application, because the group has not 


considered that particular application. Proposals of 
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that sort are quite reasonable. 

Q. Fine. In regard to the western grain 
movement to export positions, that is a movement of 
crop as a whole into positions where it may be sold and 
disposed of? 

MR. MOFFAT: Yes. 

Q@. And it has to be looked upon as a whole 
movement: Would you agree with that? 

MR. MOFFAT: Yes. 

Q@. And in looking at it you would have to 
consider not only the traffic that moved to Fort William, 
but also the traffic that moved to Vancouver for export? 

MR. MOFFAT: You have to look at it; you don't 
necessarily have to have the same rate structure. 

Q. Well, are you suggesting that the existing 
rates at which the grain moves to export positions should 
be changed to the farmer? 

MR. MOFFAT: No, we are not suggesting that. 

Q. Well, if they are not going to be changed 
to the farmer - and that, as you know is the beeteeeoion 
advanced by the Canadian Pacific and the Canadian 
National, that there be no change in the rate paid by 
the farmer - if the rate paid by the farmer is not to 
be paid but the difference between that rate and whatever 
may be determined as a just and reasonable iévél is to 
become a national obligation, how would it affect the 


farmer as your suggest in your paragraph 82? 


MR. MOFFAT: What is concerning us in that 
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connection is the longer run prospect, that if this 
kind of a proposal is implemented, and if over.a period 
of a few years the subsidy is eliminated, if the 
political pressures from various places on the national 
treasury are such that the subsidy had to be eliminated, 
then it will become an issue as to what was to happen 
to these rates. 

Q. Oh, yes. 

MR.MOFFAT: And, therefore, if this Commission 
in a finding dealing with any aspect of this, talks in 
terms of a percentage change in the existing rates or a 
percentage of the existing rates as the basis for the 
subsidy, then they are, in effect, adopting the existing 
rate structure with a percentage adjustment, and that 
becomes a precedent for something in the future. 

Q. It is the future rather than the present 
that you are concerned with? | 

MR. MOFFAT: Well, the present application does 
not propose any change in rates. 

Q. So that the whole matter could be taken 
care of bysaying that if the rates tothe farmer were to 
be changed, that the question of the smooth progression 
in the scale would require consideration. 

MR. MOFFAT: ‘That is almost word for word what 
the brief says. The question you asked me is almost a 
paraphrase. | 

Q. And your answer to that is "yes"? 

MR. MOFFAT: Yes. I think I might give you 
the paragraph reference; it is paragraph 84 and the final 


sentence says: "If at the end of your deliberations you 
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reach the conclusion that the grain rates are not paying 
their way, then we ask that you take into account these 
special features under which the position of Manitoba 
farmers differs from those in the other two provinces." 
This is the: point. 

Q. I have read that, Mr.Moffat. You have said 
in your brief that the Manitoba Federation is not dealing 
with the cost studies which have been filed by the atten 8 
and you give the reasons for that, that they are going to 
be dealt with by the western provinces and the pools and 
the U. G G. and the Line Elevator organizations? 

MR. MOFFAT: Yes, that is right. 

Q. And your Federation is quite content to 
leave that matter with this Commission and with the 
people that are going to deal with it who are allied 
with the people you represent? 

MR. MOFFAT: Well, I don't say they are content 
to leave it that way, but there is no alternative. The 
local provincial farm organizations are mee position 
to have the technical job done that needs to be done 
on that, and, consequently, they have no alternative but 
to leave it with tHe technical organization pee has been 
set up. | 

; Q. Let me put it to you, Mr. Moffat: In view 
of the issues before this Commission, your organization 
was completely satisfied with the personnel of the Com- 
mission and the technical staff that does work for it -- 
they hane no complaint about that? 

MR. MOFFAT: No, no complaint about that. 


Q. And you would agree, with your knowledge of 
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of these matters, that there is a more detailed analysis 
made of this problem in the present proceedings than 

has ever been made in any cost analysis that you have 
knowledge of? 

MR. MOFFAT: In Canada? 

Q. In Canada? 

MR. MOFFAT: Yes. In the United States there 
have been more Wevdtived ones, but not in Canada. 

Q. There have been, to your knowledge, more 
detailed ones in the United States? 

MR. MOFFAT: I think so. I haven't seen all 
the detail that has gone into this one. Maybe there is 
more gone into this than I thought there was - I don't 
know. | 

Q. You said when Mr. Brazier was asking you 
some questions that you agreed with him - or, that he 
agreed with you finally - is my note, that rates on 
lumber from British Columbia to Manitoba were too high? 

MR. MOFFAT: Well, I can make a more general 
proposition; All freight rates are too high. 

Q. That is exactly what I wanted to find 
out. In the opinion of your federation, are there any 
rates that are too low? 

MR. MOFFAT: Well, certainly not in Manitoba - 
any of the ones that they pay, anyway. 

| Q. Are there any in western Canada? 

MR. MOFFAT: I don't think we should try to pin 
point individual ones. There are some where there is 
some complaint - not directly affecting the farm groups, 


but affecting other interests; the transcontinental rates 
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Q. Other than those, do you know any body 
of rates in western Canada that, in the opinion of your 
federation, are too low? 

MR. MOFFAT: We have, in addition, individual 
groups that are concerned with various things. We have 
the one brief that is associated with our group - de 
Sugar beet growers! brief which was put in, and they are 
part of the federation aveune and chbychake tne point | 
that one agreed charge rate was too low to suit them. 

Q. Other than that? | 

MR. MOFFAT: well, I suppose you can carry on 
and find individual ones who would Like a higher rate to 
protect a particular industry, but I can't think er any 


at the moment. 
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Q. Is it your position that the rates in 
western Canada are just as reasonable in regard to 
the fact that there is none of them being too low, 
except the transcontinental rates to which et made 
reference? 

MR. MOFFAT: I made the general proposition, 
though, that the farm groups all agree that they would 
like the rate lowered; they are too high to suit them. 
I don't think I can say they are just and reasonable; 
they have been found to be just and reasonable by the 
Board of Transport Commisioners, but that doesn't mean 
that we agree with that. 

Q. That doesn't satisfy the farmers? 

MR. MOFFAT: No. 

Q. Are the rates in the view of your associa- 
tion too low? 

MR. MOFFAT: I don't know. 

Q. You don't know of any? 

MR. MOFFAT: I say that I don't know one 
way or the other. We haven't examined eaee. 

Q. But you are sure, though, that the rates 
in western Canada are too high? 

MR. MOFFAT: Yes. 

Q. And if the people in the maritimes also 
take the position that the rates in the maritimes are 
too high, would that surprise you? 

MR. MOFFAT: No; I would think it would be 
very strange if they didn't. 

Q. And if the shippers in central Canada, 
in Quebec and Ontario, also said their rates were too 


high, that wouldn't surprise you either? 
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MR. MOFFAT: No. As I say, it would be a very 
strange thing if they didn't all think their own rates 
were too high. It is pointed out to me that the shippers 
in Ontario and Quebec have never complained to the 
Board, particularly about freight rates. 

Q. No; but they may have complained in other 
places, though? 

MR. MOFFAT: Yes, and very effectively. 

Q. Do you think there is anything more 
effective than the prevention absolutely. .of an increase 
in regard to freight rates? 

MR. MOFFAT: Yes, because there are instances 
where by improving the techniques and making changes in 
volume that call for a reduction. : 

Q. When you are ede with the costs, one 
ef the things you must look at is the question of the 
proportion of empty returns. 

MR. MOFFAT: Yes. 

Q. And the delay that the cars receive in the 
carrying of the goods involved. 

MR.MOFFAT: In proportion to the general 
average, yes. 

Q. All these matters are proper evidence for 
investigation in cost. 

MR. MOFFAT: Yes, and for comparison with other 
goods. | 

Q. Mr. Dickson asked you about the domestic 
grain rate. It was your position that the domestic grain 
rates were paid by the farmers. 


MR. MOFFAT: Yes, as a rule. 
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Q. Notwithstanding the pricing mechanism 
that was involved? 

MR. MOFFAT: Yes. I gave a fairly long answer 
which I think covers it. 

Q. Did that summarize it properly? 

MR. MOFFAT: Yes. i tried to distinguish 
between the Ontario farmer and his own particular grant, 
and the farmers as a group are realizing out ef the 
proceeds of wheat, and the total of the cost of the 
domestic grain rates, I think, is paid by farmers as 
a group out of the proceeds of the wheat. 

Q. Now, if the population of Winnipeg 
increased by 20 al cent, and the city thereby used 
more flour, would that result in an increase in the 
farmers! return for his wheat? 

MR. MOFFAT: I don't think so, not under the 
present marketing setup. It would help to get rid of 
more wheat and therefore would put more money in his 
pecket, but the price per bushel would still be pretty 
well controlled. 

Q. Now, in the domestic movement of commodities, 
we have had examples here of assistance being given for 
the shipment of coal, I think, to Alberta; from Alberta 
to Ontario points and also to the west coast for export, 
and we have had examples of assistance being given to the 
shippers in the maritimes through the Maritime Freight 
Rates Act, and assistance given to the shippers who are 
moving certain commodities over the bridge - that is, 
the traffic between eastern and western Canada - and 


assistance given for the movement of feed grain. 
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MR. MOFFAT: Yes. 

Q. And your Manitoba Federation of Agriculture 
supports this method of giving assistance, do they not? 

MR. MOFFAT: Yes, they have no objection to 
the type of subsidies that have been paid in the group 
that you have enumerated, called the maritime freight 
rate subsidy, and so on. 

There are some of them that are much more 
complicated than others, and the one that is clasest to 
home is the feed grain subsidy, and within the structure 
of the market that we are dealing with in the feed 
grain subsidy there are several different points of 
view involved, and I think that it might just be worth 
a minute to elaborate the position in respect to that 
one a little bit; 

The first effect ef the subsidy on feed grain 
is to reduce the price received by the feed consumer in 
eastern Canada or in British Columbia, because aay buy 
at the established price plus transportation costs, and 
their transportation costs are reduced and therefore they 
get the grain cheaper and therefore it assists the 
feed distributor, who presumably passes on some or all 
of it to the feed consumer in the east and the west, but 
at the same time it has the effect in western Canada 
that it allows more of the feed grain to be moved out 
ef this area, because in the absence of such a subsidy 
the chances are there would be more feed grain moved 
in from the United States on a competitive basis, and 
therefore it improves the competitive position of the 


western feed producer, and to that extent the western 
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feed producer benefits. 

On the other side of that one, the western 
livestock producer is harmed by his competitive position 
with the eastern feeder, so consequently you have one 
group gaining and another group losing, and the dis- 
cussion is hot and heavy within these groups as to 
whether it is a good or a bad thing. At the moment 
there has been no statement of the position in the 
opposition. At the moment the statement has been in 
support, and I think that is the official position. 

Q. The pool organizations were very active 
to have this feed grain assistance subsidy implemented 
and continued and expanded? 

MR. MOFFAT: That is right, but within the 
last two years the doubts have been getting stronger 
and the support has been getting weaker. 

Q. The point you are making would be this, 
that subsidies should only be paid when there is a clearl 
demonstrable requirement in the national interest? 

MR. MOFFAT: Yes, that is the basis. 


Q. Thank you. 
CROSS-EXAMINATION BY MR. MAURO: 


Q. IL have one or two questions. Mr. Moffat, 
Mr. Sinclair asked you about your proposal regarding 
a possible alternative method of applying general rate 
increases, and you mentioned that what you were support- 
ing through the Federation was ponetntar similar to that 
proposed by the province of Manitoba in their provincial 


brief where it was suggested that the rate increase 
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applied be cents per hundred pounds plus a similar 
percentage increase, and it would have the beneficial 
effect of receiving a little more revenue from the short 
haul traffic and lessening the impact of large percentage 
increases on the long haul traffic, and that the Manitoba 
Federation was supporting generally that type of a 
proposal for investigation. 

MR. MOFFAT: Yes, that is right. A general 
support, without having apparently discussed all of the 
implications in Huphare dot idedethive of that sort to be 
approached. 

Q. And my learned friend remarked that this 
might have the effect of raising the rate on such 
commodities as sugar beets in the short Gael and, of 
course, you recall that Premier Roblin in submitting the 
brief on behalf of the province said that when the 
substantive case is made in Ottawa that it would be 
peinted out in great detail that the scheme required 
modification on bulk commodities and low value commodi- 
tlesico My friend referred te the scheme that is some- 
times called a graduated rate scale in mileage blocks, 
and he suggested that it was perhaps 12 or 13 per cent 
on the first 200 miles and then went down subsequently. 
Have you ever heard of the Little formula; the formula 
put forward by Professor Little. 

| MR. MOFFAT: No. 

‘Ral Wied. sm 4 

MR. SINCLAIR: The witness said "no". 

MR. MAURO: I will just carry on. 

MR. SINCLAIR: I thought it was his witness. 
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MR. MAURO: Mine? 

MR. SINCLAIR: You introduced him to the 
Commission. 

MR. MAURO: I don't think that Mr. Moffat 
let on that he was my witness. Tf 

MR. SINCLAIR: I thought he was. I am sorry. 
He is a good witness for anybody. 

MR. MAURO: Yes, I am very pleased with him, 
and I don't want to be restricted in my examination. 

' MR. SINCLAIR: I will take him as my witness. 

MR. MAURO: I can cross-examine him. 

MR. SINCLAIR: Go ahead and cross-examine him. 

MR. MAURO: Q. The problem which I would like 
your opinion on would be this: Do you use any graduating 
scale and saying, for example, that the increase would 
be 15 per cent on the first 200 miles and 14 per cent 
on the next 200, and a graduating reducing scale down- 
ward, hasn't that caused a great deal of discontent in 
the area, and it happens to fall outside the arbitrary 
demarcation of the percentage decrease. 

MR. MOFFAT: T can see that would happen. 

Q. But the scheme which Manitoba proposes 
would be a fair division across the board in maintaining 
the relative position of rates in the rate scale presentl 
in existence. 

MR. MOFFAT: All that the ~o’nt that was made 
in the brief here was just to repeat what I said to 
Mr. Sinclair, that there seemed to be justification in 
some method of getting a little bit more of the increase 


on a short haul traffic that had the terminal element on 
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it, and lesser on the long haul. 

Q. Then, my learned friend asked you about 
the Manitoba Federation's concern with the method of 
applying this increase to the rates on grain moving 
to export points, and as wat since no increase is 
going to be asked under the railway proposal to the 
farmer, what was the big concern. As you know, 

Mr. Moffat, the president of the Canadian Pacific 
Railway in his evidence made a statement that in the 
light of existing conditions that Canadian Pacific is 
net taking the position that the grain freight charges 
to the farmer at this time be changed. 

MR. SINCLAIR: Now, be fair amd go on and tell 
what he said at this time and what he said - this is 
cross-examination - as to how soon he thought the farmer 
would be able to pay it. 

MR. MAURO: You say it. 

MR. SINCLAIR: And that he had the same 
problems with relationship to other items in the com- 
munity and couldn't foresee that in the foreseeable 
future. 

MR. MAURO: Q. And the Manitoba Federation 
takes the position that maybe Mr. Crump and the Canadian 
Pacific Railway, or someone else, in the foreseeable 
future, might decide he can pay it, and when that time 
comes the Federation of Agriculture wants a rate scale 
that properly reflects the position of the Manitoba 
Grain group, vis-a-vis, the point of export. 

MR. MOFFAT: The thing which we spoke of is 
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by the $2.20 price, and there is also the use of 
‘economies, and that doesn't come from the oralereer 

Mr. Crump says how soon it will happen, that is one 
thing, but it is decided in the House of Commons, and 
the price from the prairies is pretty small. I don't 
think I can add anything to what Mr. Parker said yester- 
day on that. 

Q. One final point; this question of certain 
rates that the Manitoba Federation feels are presently 
in existence that may or may not be carrying their share 
of the fully distributed costs, your association 
hasn't the means to know where these rates sud aa 
which ones they are, but you are suggesting to this 
Commission that they make a full investigation to see 
just where the burden really exists re the Canadian 
freight rate structure. 

MR. MOFFAT: That is right. 

THE CHAIRMAN: Mr. Balch? 

COMMISSIONER BALCH: For the record, paragraph 
26 reads, "The outside observer looking at railway 
operations cannot fail to see many practices which appea 
to be inefficient ae of either labour or equipment." 

Then, if you go to paragraph 44 you will find 
this, "In the past 15 years great strides have been made 
in improving the long distance movement of freight 
trains. Heavier locomotives, larger freight cars, less 
servicing of diesels, block signals;" are you aware 
that since the advent of diesels that the railroads 
are operating with considerably less people? 


MR. MOFFAT: I don't know anything about the 
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figures, sir; we are aware that there are less on 
staff, but whether they were layoffs or people who 
retired and were not replaced, I don't know anything 
about it. | 

COMMISSIONER BALCH: It is mentioned here 
that we are losing dozens of operaters, and with the 
advent of better equipment and the fact that dozens 
of inspection points have been cut out and many men 
have been laid off; I think that should be noted. 

MR. MOFFAT: The point you are making is that 
that sort of thing is all to the good as long sigma is 
not dislocating anybody and it is worked in gradually 
and the men have jobs. 

COMMISSIONER BALCH: In other words, you want 
to do it a little faster than it is being done? 

MR. MOFFAT: Yes. | 

COMMISSIONER BALCH: You don't think it is 

| done fast enough; you don't have enough men laid off 
at the ereuees time? 3 

MR. MOFFAT: I don't think anybody said any- 
thing about laying men off. 

COMMISSIONER BALCH: But I am bringing that 
to your attention, that the railway has lost a good 
many men because of the new equipment, and when they 
put in the new equipment they try to see that it is 
run efficiently and, of course, there is less labour, 
that is the point. 

MR. MOFFAT: I don't know to what extent 
men have been laid off, but the point that is being 


made here is that if this thing can be done more 
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cheaply, let us get going in that direction and as fast 
as we can reasonably make progress in that direction. 

THE CHAIRMAN: I think we understand. 

COMMISSIONER GOBEIL: Mr. Moffat, on page 
8 in paragraph 27, you mention that the members of your 
federation are not convinced that the railway operations 
are fully efficient, but then you say that if you were 
convinced, that your federation wouldn't object to paying 
the necessary cost for an adequate determination of that. 
Would that mean that if it was demonstrated that the 
Crow rates didn't bring in an adequate return, that the 
farmer would not be financially able to meet the increase 
which will have to be made? 

MR. MOFFAT: Well, I don't think that that 


paragraph had any suggestion on that subject at all, sir. 


ST9W woy TE dasid we woy neds dud vtnotottie Yiu? eas a 
pues og dostde !abivow motssrsbe? woy ted .beomtvaco — i 
-tecit To notdeatureteb edaupebs ns x02 dBO9) yisessosn odd 
eew ot tL dadt nsom ted bivow 
ota tend ard etsupebs as al gatid d'nbib sever word 
: aesoroat edd doom we elds vilstonsatt ed Jon seta <omisl - 
ebsm od o¢ evad tLtw dotelw 
teas Sarid aaksit fimpb I .ffeW sTAMIOM .AM 
| ate fis aa sooi dua ject no noiseesgua vrs bsd alana. i 


iS 
A 
| 
| 
| 


ancus, sTONENOUSE ® cO.LTP. ~ Ransom, 4817 
(Mr. Gobeil) 


COMMISSIONER GOBEIL: You say that if it was 
proved that there was money lost in the transportation 
of that, that there would be no objection for the 
farmers to pay the cost adequate to provide; if not so, 
would that not mean that with financial aid they would 
be able in principle to support it? 

MR. MOFFAT: What we are trying to say in that 

paragraph and in that sentence that the farmers agreed 
that railway employees and railway capital should have 
wages and returns in line with what other people are 
getting for the same amount of anh ited We try to avoid 
saying where the money would necessarily come from. 
That particular paragraph does not make any suggestion 
and tries to avoid making a suggestion as to where the 
money will come from -- whether by subsidy, or whether 
the farmers would be able to pay for it was left out of 
that paragraph. 

COMMISSIONER GOBEIL: Only one other question. 
The lumber business, you said that for some reason -- 
paragraph 57, the end of page 15 -- you say, "yor ene: 
reason related to competition with United States lines, 
the Canadian railways have established a rate from 
British Columbia to Winnipeg which is less than the 
rate from British Columbia to points west of Winnipeg." 

Would that mean that you feel that this rate 
is too low? 

MR. MOFFAT: No, but the rate to Portage la 
Prairie and MacGregor is too high. The rate to Winnipeg 
is lower than the rate to Portage la Prairie or MacGregor 


or Brandon, for some commodities. 
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COMMISSIONER GOBEIL: The rate to Winnipeg is 
lower than other rates west of Winnipeg? 

MR. MOFFAT: Yes, the train comes through 
from the west and through a tunnel, like MacGregor, which 
is a 100 miles less than there, and the rate from there 
is higher than if the train went right into Winnipeg. 

We are objecting. We think it should be at least down 
to the Winnipeg rate, and then the rate is too high, 
at least in comparison with Toronto. We think the 
whole thing should be down. 

COMMISSIONER ANSCOMB: I am only going to 
elaborate what my colleague here has just discussed here 
with you, because I do not think your answer is clear. 

It says very distinctly here, “if our farmer members were 
convinced ..." Remember those two words “were convinced" 
-.. that railway labour and equipment was fully utilized 
at all times in providing necessary transportation service 
in an efficient manner, they would not object to paying 
the cost of adequate wages and an adequate return to 

those who provide the capital". 

Now, as this is worded -- and I want you to 
tell me because I want to know -- as that is worded, if 
this inquiry and our investigation proves that things are 
being used adequately, fully utilized, and the rate shoul 
be so much higher, whatever it might be, you say they 
would not object. Surely that must mean that they are 
then able to pay? 

Now, I am not saying so; you have said so -- 
unless you correct me? 


MR. MOFFAT: Yes -- when you read it with that 
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particular emphasis, I see it is open to that inter- 
pretation. But it certainly was not intended that way, 
Sir. 

COMMISSIONER ANSCOMB: That is what it says; 
does it not? 

MR. MOFFAT: When you read it that way, it is 
open to that interpretation. It certainly was not 
intended that way. 

COMMISSIONER ANSCOMB: I am not asking you to 
change it, but just confirm it. 

MR. MOFFAT: What it was intended to say is 
that they would have no objection to them being up, but 
it did not intend to say who was going to pay them, 

COMMISSIONER PLANT: In paragraph 49 -- I am 
a little eénfoved! I thought I understood when you 
read it, but, in your sentence there, you asked us to 
consider the advantages and disadvantages to the users 
if both lines were taken over and operated by the federal 
government. | 

Did you mean by “both lines" the whole shebang, 
or did you mean road beds? You see, there is quite a 
differenee. 

MR. MOFFAT: Mr. Ransom answered this question 
on cross-examination, and the point -- I tried to para- 
phrase what he said to you -- I will try to paraphrase 
what he said to you -- the point is that in the country 
meetings there have been a good many questions being aske 
Why is there not a good case for taking over the rates. 
It is not just the road bed; it is the whole railroad 


line, and this thing comes up enough times from the 
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2 country members asking what are the advantages; what 


3 are the disadvantages. This request:-was put in here. 


4 COMMISSIONER PLANT: You mean nationalization 

5 of the whole railway, not just the road bed? 

4 MR. MOFFAT: Yes, but it is not suggested it 
be done. 

7 


THE CHAIRMAN: You are just raising the question? 

MR. MOFFAT: Yes. 

COMMISSIONER PLANT: Some time, in answer, I 
think, to Mr. Hume about trucking, you suggested that 
-- if I recall correctly -- thatit:is more or less of 
a physical impossibility. Did I get you right on that? 

MR. MOFFAT: Yes, I think so. I added on -- 
without a very elaborate terminal setup and improvements 
on road bed for highways beyond anything we have had. 

COMMISSIONER PLANT: Have you seen truck 
terminals in the gulf ports? 

MR. MOFFAT: No, I have not. 

COMMISSIONER PLANT: I should think you should 
take a look into that before you confirm your view on 
that. 

MR. MOFFAT: We know we have here a fair volume 
of movement into the United States of seed grain going 
by truck, coming into various parts of western Manitoba, 
and delivering into the middie western part of the 
United States in big guantities, and it seems to be movin 
reasonably freely. But that is a different thing than 
talking about a hundred bushels going into the Lakehead. 

COMMISSIONER PLATT: I am interested in what 


the physical difficulties in this are. You say that ther 
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are highways and unloading facilities? 

MR. MOFFAT: Well, and the physical fact that 
a train manned by four or five men will take one hundred 
box cars without much trouble, but to take that amount 
of grain, no matter how big the truck is, you have to 
have at least one hundred drivers. That fact in itself 

COMMISSIONER PLANT: ASre you aware that even 
in Canada substantial quantities of grain are moving 
in distances 350 to 400 miles by truck? 

MR. MOFFAT: Yes, yes. 

COMMISSIONER PLATT: Is it not a matter of 
physical difficulty, a matter of price? 

MR. MOFFAT: Well, yes, you cannot really 
separate it. A physical question is reflected, then, 


in the price, and the price comes out as the final 


‘answer, yes. 


THE CHAIRMAN: Mr. Moffat, you are in fact 
putting the railways to the. strict proof of the grain 
rates being non-compensatory? You are asking them to 
establish them? 

MR. MOFFAT: Yes, yes, only we are not putting 
them to it. We are asking that. they be put to it. 

THE CHAIRMAN: You say the burden is on them; 
you say? 

MR. MOFFAT: Yes. 

THE CHAIRMAN: If they discharge that burden, 
and if there is, then, a subsidy -- if there is a subsidy 
then, that subsidy will come from the federal government; 


it is the only government that could subsidize -- would 
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2| that be payable; would that be on account of agriculture 


3 or on account of the railways? 


4 MR. MOFFAT: We have discussed this one. We 

5 knew that somebody was going to ask this. 

6 The basic position that we take is that it 
should not be a subsidy to agriculture; that it should 

; be a subsidy to the railways, either for their maintainin 

, their road bed; or some part of keeping the railways in 

? operation; but, it should not be a subsidy to agriculture 

10 COMMISSIONER ANSCOMB: Mr. Moffat, I am sorry 


11) to have to come back a second time, but my colleague, 
The Chairman, put me into this position now. 
If it is proved that rates now charged are 
not sufficient to cover costs or anything else you might 
like tofut in it, as far as the railways are concerned 
-- in other words, that they should charge more for 
hauling that grain, how can it possibly be said that 
it is a subsidy to the railroad or anybody else who 
might move it? You might take it down in a canoe. The 
fact remains you are going to subsidize people who 
Say they cannot -- let us assume they cannot pay their 
freight bill. Now, one of your colleagues quite frankly 
yesterday, when I discussed it with him, admitted that 
that was a political problem. But, whether it is a 
political problem or not, you use this language: 
"Tere should be no attempt to conceal the 
true facts by calling it some other name". 
Now, surely, that if there is a subsidy of 
that nature, it cannot be to the man who hauls the stuff; 


it must be to the man who says he cannot afford to have 
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it hauled, so he asks somebody else to help him pay 

3 his hauling bill, and that is done. 

4. Would you clear my mind on that, because, 

5 to me, that is very important. And I am not discussing 
6 politics -- whether it is a political issue or not, 

I don't want to know anything about politics. 


MR. RANSOM: Well, Mr. Chairman, I will stick 


my neck out once more, and probably get it chopped off. 
But, I think our position, as farmers, in regard to a 
subsidy -- that is, if it was decided that a subsidy 
must be granted the railways, that we did not want 

this subsidy to be granted as a subsidy to the western 
grain producer, because we feel certain there are losses 
involved over the whole railway operation, because L 
think there are two good reasons: ‘One is that we do 

not feel that this subsidy would’ ¢ontinue to be paid by 
the government, regardless of what government it might 
be. We feel we would not be paying the subsidy ourselves 
and if it is regarded as a subsidy to western agriculture 
it would definitely not be popular with the rank and 

file of the taxpayers. 

The other point is that if it was acceptable 
down through the years that this subsidy would be paid 
year in and year out, we fear that agriculture, should 
other forms of assistance be deemed necessary, that cost 
of the large subsidy, we might be tagged with. We would 
lose out in other respects. Now, I do not know whether 
that is very clear or not, but -- 


THE CHAIRMAN: Thank you, Mr. Moffat. 
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2 SUBMISSION OF MANITOBA FARMERS | - UNION 
3 MR. MAURO: The next submission will be made 


4 on behalf of the Manitoba Farmers Union by the president 


5 Mr. Rudy Usick. 

6 MR. USICK: Thank you very much, Mr. Mauro. 

: THE CHAIRMAN: I think perhaps we will have 
a five-minute recess. 

8 


-~--A short recess. 
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USICK, Rudy, called. 
MR. USICK: Mr. Chairman and gentlemen: As 


elected officers of the Manitoba Farmers Union, we make 
this submission to you on behalf of the 20,000 farm peopl 
in Manitoba who constitute the largest direct, annual 
dues-paying farm membership organization in the province. 
The Manitoba Farmers Union is representative of 350 
active, local organizations, composed of a democratic 
setup of local, subdistrict, district and provincial 
organizations. 

At the outset, Mr. Chairman, we would like to 
express our appreciation for the opportunity of appear- 
ing before your Commission to place before you some of 
the viewpoints so important to the farm people of our 
province. We also wish to compliment: the Commission 
for undertaking this very important investigation which 
we believe will wale major consequences of economic and 
political nature, and which will play an important role 
on behalf of the millions of Canadian citizens. It.is 
our belief that this Commission is necessary in the 
interests of both the provincial and federal levels, and 
we are certain that the public will be patiently waiting 
the final report of your studies. 

We think that hearings of this kind which 
have opened. in Winnipeg, are particularly useful to affor 
the Commission a first-hand impression of the public's 
concern, coupled with pertinent wh stillet sielereartargmeints 
on the entire freight rate problem which various groups 
will be presenting in the form of briefs. 


Because of the limited resources of our 
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organization, we believe you will appreciate that it is 
not possible for us to present to your Commission an 
extensive, technical and costly submission. 

However, during the ten years of our existence, 
our delegate body attending MFU annual conventions and 
local meetings across the province, have continuously 
expressed concern over the constantly increasing freight 
costs that farmers face from day to day. 

Farmers in western Canada are concerned over 
the impact of transportation costs to a greater extent 
than any other freight payers in the nation. We believe 
that farmers are one of the few classes of people who are 
forced to pay freight both ways -- on their own products 
to market and on the products they consume and on com- 
modities and services they use. 

Furthermore , because of the location of our 
province; situated as it is in the middle of the contin- 
ent, freight costs generally include long movements 
from the major manufacturing centers in Canada. Likewise, 
because of the limited population of the prairies, the 
major amount of our products must be shipped to either 
Ontario or Quebec for ultimate consumption, not to 
mention the vast portion of our food products which go 
abroad on the export market. 

Because of the political composition of Canada, 
prairie farmers have been artificially forced to trade 
east and west and are not able to take advantage of the 
more economic markets practically on our doorstep to 
the south. This is the responsibility of the nation as 


a whole, and no doubt is one of the primary reasons for 
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1 

2 decisions made by our federal government in the past 

3 giving extensive assistance to our railroads. 

4 When the announcement was made that your 

5 Commission was being set up by the federal government, 

6 farm people in western Canada were lulled by a promise 

y from our Prime Minister that the Crow's Nest Pass rates 
were the Magna Carta of the western farm people and that 

: the present government would not allow anyone to inter- 

‘ fere with it. When your Commission hearings opened in 

10 


Ottawa, we were shocked by the bold and outright declar- 


ii ation from the Canadian Pacific Railway that their major 


12 interest in the Commission would be an attack to abolish 

13 the Crow's Nest agreement. 

14 When the hearings opened in Ottawa early in 

1s December, we were quite concerned that this railway 
Commission, set up to look into "all aspects of the 

transportation problem", was going to concern itself 

“ with the Crow's Nest rates as a separate item. 

18 


The interim report on alleged grain rate 

19 inequities, requested by the C. P. R., would have com- 
20 pletely changed the original intention of setting up a 
1 Royal Commission to look into the entire freight rate 

92 problem. Your Commission is to be congratulated, 


Mr. Chairman, on your decision to issue no interim 


Ec report on that matter until the whole transportation 

bi rate problem has been investigated. 

ri We contend, Mr. Chairman, that the terms 

26 of reference set up by order-in-council which require 
27 "a comprehensive and careful inquiry into problems 

28 relating to railway transportation in Canada and the 


29 
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possibility of removing or alleviating inequities in the 
freight rates structure", will provide adequate scope 
for an exhaustive study of the railway problems which 
will require a great length of time for proper analysis. 
We suggest also that many inequities in freight rates 
will be uncovered, if a thorough study is made. 

Unfortunately, the railways have spent much 
time (estimates range in excess of 250,000 man-hours) 
on one aspect -- the Crow's Nest Pass rates -- but 
maintain that it would take years to delve into other 
problems such as passenger service, agreed charges, rail 
labour cost studies, assets and eae from non-rail 
operations, branch line traffic, "piggy-back" traffic, 
petroleum traffic, truck competition, etc., Just to 
mention a few. However, unless a thorough study is made 
of all these aspects, the terms of reference to the 
Commission will not be met. 

Having said this, our organization was quite 
concerned about publicity emanating from Ottawa follow- 
ing your last sitting (January 27) that it would be 
"unrealistic" for the railroads to spend eight months to 
a year in furnishing data to complete a full cost 
study of the whole railway rate structure. 

We believe that such a study is of the utmost . 
importance, because the entire Commission findings may 
prove to be prejudged on an inadequate basis, if 
proper cost studies are not available on the whole rail- 
way rate problem aml if proper cross-examination by 
provincial counsels is not allowed. 


We want to say at this time, Mr. Chairman, 
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‘that we have complete confidence in you and in the members 
of your Commission. We feel certain that you are approach- 
ing this problem with an open and unbiased mind. We are 
also aware that railway rates are a most complicated 
problem, and many of the expert technical men involved 
disagree themselves as to costs, problems, solutions, 

ete, 

Our organization therefore urges that your 
Commission take sufficient time for a proper analysis, 
and not be hasty in any of their decisions. We think 
that much atvaicur work can be facilitated by adequate 
data being provided by both the railways concerned and 
by counsel for the provinces. 

If the technical and research staff employed 
by your Transportation outed exiton. will be charged with 
the responsibility of examining the question of railway 
costing and gathering such information as it considers 
proper, rather than the railways presenting a full cost 
study on the whole transportation problem (similar to their 
costing analysis on the Crow's Nest rates), we would 
be concerned that any one of the following conditions 
might arise: 

1. A full and comprehensive report on cost 
studies on the whole railway rate problem would not be 
carried out. 

Reason -- We think the railways involved are able 
to bring in a more comprehensive report because they are 
the people in the actual transportation, business. 

2. If a full report were made, it would take 


longer than if the railroads prepared it. 
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1 
2 (Same reason as above.) 
3 3. If the Transportation Commission staff pre- 


4 pared the cost study.,-woulid legai:.counsel for the provinces 
5 then have an opportunity for. cross-examination? 


THE CHAIRMAN: Well, Mr. Usick, you address 


6 
4 that question more or less to the Commission , and I 
think I should tell you just what the situation Ls. 
‘ Applications were made by provincial counsel; Mr. Frawley 
and Mr. Mauro, for a cost study, which we oie nik io 
10 


very important. We have, as I indicated at the first 
11 day of the meetings here, a very good staff. We have 
12|| men who are statisticians and who are consultants in 

13|| the matter of costs and they are working, but there is 


one peculiar thing I have found out, that you cannot 


14 

03 get the right type of man to work for you if you are 
going to betray confidence by turning over information 

es he has given you for your use, and yours only, and I 

- say we could not give this information to the provinces 

18) without giving it to the railways as well,.-The- trouble 


and 
19|| was that the application was made by the provinces,/as 


20] nearly as we could find out » the shortest target date 

1 for a report such as was requested would have given us 
six months to eight months. Now, I have lived long 
enough to know that when six to eight months is given 
that that usually means a year to eighteen months , and. 
that would mean we might as well adjourn the whole 
hearings until that report came in and then go on with 
this examination and cross-examination all over again. 
You gentlemen have been in this room during the past thre 


days, and you can see what a number of lawyers can do in 
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the matter of examination and cross-examination - and I 
am a lawyer myself, and I have been to blame on occasion. 
However, this was the decision of the Board and I will 
read it to you: 
"The Commission has given the most careful and 
serious consideration to the submissions of 
counsel for the provinces, the grain trade 
and the railways in connection with the several 
applications and motions before it for the 
production of cost data. 
The Commission is conscious of the fact that it 
would be unrealistic, having regard particularly} 
to the time involved, to order the railways to 
produce all the detailed cost data requested fo 
the examination and use by the applicants withi 
the framework of the present proceedings. 
However, the Commission is determined that in 
the course of its work under its terms of refer 
ence, and with the aid of its technical and 
research staff, it will examine the question of 
railway costing as fully as possible and will 
make such use of the information it gathers as 
it considers proper, having regard to the 
interests of all parties concerned. 
With these considerations in mind, and giving the 
assurance that the Commission will deal to the 
extent that it is reasonably practicable to do 
so with the subject of costing, the Commission 
has unanimously decided that the motions and 


applications should be denied except as provide 
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"in the next succeding paragraph. 

The Commission understands that the experts fo 

the railways and the’ grain trade have been in 

consultation with reference to the furnishing of 
the information sought by Mr. MacKimmie on 
behalf of his clients. In view of the pro- 
gress which we understand is being made, the 

Commission reserves its decision on 

Mr, MacKimmie's motion made on December 4th, 

1959, and in the event that any difficulties 

arise, that matter can be referred to us again 

for further consideration." 

But the point of the matter is that we are 
most anxious to search for the truth of this whole busi- 
ness and we are trying honestly to do 169 We are not 
trying to be hasty. We are trying to do a thorough job, 
and we are not going to disrupt things any further by 
making information available to the provinces and the 
railway and thereby extending these hearings months 
beyond any reasonable time.. 

None of us lightly took on the job of serving 
on this Commission and we don'tMant it to last a life- 
time. We are interested in Canada, all of us, from one 
end of the country to the other. -We are concerned with 
preserving the unity of Canada and we all know how 
explosive the transportation costs and charges are, 
and we are not going to do anything which will disunite 
the country which means so much to all of us. 

That more or less answers the question you 


have put up. 
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Mr. Frawley, in Ottawa, requested the same 
as you did in the third question there, that we make 
available all information for ade cuabintéaoe Well, 
we could not make it available to the provinces without 
making it available to the railways, and we could not 
make it available to either without betraying the 
confidence of those experts we have engaged, and we 
have had to do what is fair mer honest and best in 
accordance with our terms of reference. We have shut 
no doors, but at the same time I could not promise and 
did not promise, on behalf of the Commission, and do 
not now, other than that we are not shutting any doors, 
but we are not making available all the confidential 
information obtained by the Commission. 

MR, USICK: I realize, Mr. Chairman, and I 
read the decision which you gave in Ottawa prior to 
the drafting of this submission, and in no way did our 
brief mean to say that we did not have the fullest 
confidence in yourself and the members of the Commission. 

THE CHAIRMAN: Well, this was the unanimous 
decision of the path Pedi and it was done in the 
best interests of all concerned, and it is not because 
we don't want to help the provinces or anybody else, 
but because we felt we had to go about things in a prope 
manner. 
| MR. USICK: I wonder if I may be so forthright 
to suggest that in view of the fact the C. P R. has 
presented their cost analysis of part of the railway 
system, meaning the Crow's Nest rates, that perhaps 


the mistake was made originally in allowing them to 
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present that without having the whole cost analysis 
presented in cross-examination by the parties. 

THE CHAIRMAN: Well, they presented their 
cost analysis and their witnesses in that regard have 
been stood over until some time in April, giving the 
provinces and giving the grain trade an opportunity 
to atudy all that evidence during all that time and 
be able to cross-examine in April, and with the infor- 
mation that we will, as a Commission, be able to get 
from our own staff and our own experts, we will be able 
to ask such questions as are proper as well of the 
witnesses who are called. 

MR. USICK: I don't want to labour the point 

any further, Mr. Chairman. I think we have put our 
position clear on the record, in the brief. 

THE CHAIRMAN:. - Well, I just wanted to make 
clear the thinking of the Commission. 


MR. USICK: If I may proceed, Mr. Chairman. 


00 tt ont nitiw be JERUGA mr Or imsxs ~HHOrD) ov acini 


eids ‘ee it cer ia clad eqxe itwo IO bas Tiste nwo. S00 | norr_| 
Rf oh ie (7 


Set ete se ee gill immanent ena mms 


i: tenis 2200 ‘ted’ en 9a real des ait) | Ga 
) = e abetdasg ont we motsantuaxe-oton a b bedneas 
' hah - Tick =|! ; 
ted bednsuerg vert EEOW . WAMRIAO sen re Yi 


+ ae joy 
4 a nu : 


ahh 


evad baagot eri oh eoanenstw ted ‘Drs atayte 8 veo > 
"at satvis ef teqa att’ ‘ORES emoa Lavi coo: boot r908d 


P| i 


 yhtawereeas ae obayt ater. ent gatvia. bas eeon, . 


a. ve 


bine elo tant rie gntinb sonebive: — ffs ‘ybutia 0 
_ | Ve 


pe 


toy ” ‘eta fe od ,roheet tam A aS .iftw ow tad? notts 


7 


- 9d Io Ilew ae TSeqor ets & 3 BNOLTaSup love as © ee 
| Helles ens ofrlw aoenontt in” 


atoq edd ayédal oF Snew S*'nohb I :AXOLeU AM bai. 


totes timed ent to golsintdd eid che 
mmr bet) a ,bosoorwq yam TD tT :MOreU . AM | 


] 


* ANGUS, STONEHOUSE & CO. LTO.Usick, dir. 4835 
TORONTO, ONTARIO (Mauro ) 


Only if everyone concerned is able to add up 
all the costs, ina bbappenbiitadcs study, can we ascertair 
what the proper neha bhai is between grain rates, agreed 
charges, passenger traffic, and other related problems. 

If the C. P. R. and the C. N R. are honestly 
concerned with getting to the root of the freight rate 
difficulties, thm they themselves should be as co- 
operative in their investigations into various aspects 
of the railway rate problem as they have been in amass- 
ing details regarding the Crow's Nest Pass rates. Other- 


wise, there is only one-conclusion to draw: That is, 


that the railways are chiefly concerned with breaking 
the Crow's Nest Pass deboetlens and all other matters at 
these hearings are of secondary importance. 

We are sure that your Commission is quite 
familiar with the history of this agreement; however, we 
would like just briefly to outline some of the general- 
ities. 

In 1897 the Canadian Pacific Railway volun- 
tarily entered into agreement with the Canadian govern- 
ment, to build a line from Lethbridge, Alberta, through 
the Crow's Nest Pass to Nelson, British Columbia, on the 
basis of a subsidy of $11,000 per mile. Total cash 
subsidy in this case was $3,404,702. 

The government of British Columbia at that 
time, also anxious to obtain the rail line, gave a grant 
to the company of 3,755,000 acres of land, inclusive 
of mineral rights, which have materially contributed to 
the railway's financial growth. 


The original agreement, as is well known, 
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required the railway not only to transport grain at reduced 
rates, but also to ship specified commodities important 

to agriculture, such as farm implements, furniture, roofing, 
paints, glass, all kinds of wire, binder twine, fresh 
fruits, etcetera, from eastern Canada at a reduced rate of 
33 1/3 per cent. 

Today the original Crow's Nest Pass agreement 
is still in effect in amended form. Its operation was 
suspended in 1918 under the War Measures Act, which was 
justified before parliament and the people of Canada as 
a temporary measure to meet an emergency situation. 

Nevertheless, when the time approached for lift- 
ing the suspension, the C. P. R. made every effort to 
have the agreement abolished entirely or, at least, 
to have its suspension prolonged. 

This fight by the C. P R. met with consider- 
able success in 1925 when it was taken before parliament 
and resulted in an amendment to the Railway Act, the 
effect of which was to cancel the Crow's Nest Pass 
rates on all commodities other than grain or flour, but 
to extend the rates to cover all branch lines built by 
the C. P. R. since the signing of the agreement and also 
to cover ali the C.-N. Ro lines hauling grain. 

The passing of these amendments in 1925 was a 
tremendous blow to the farmers of western Canada. In 
layman's language, the farmers overnight lost almost 
half the benefits of the agreement. 

We note that the Canadian Pacific Railway has 
continuously striven to destroy this legal agreement 


with the people of Canada, with only one interest in 
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mind -- to secure bigger profits and dividends for its 
shareholders. 

When the Canadian Pacific Railway was established 
under federal legislation in 1881, the Canadian parlia- 
ment at that time extended to the company an imposing list 
of material benefits which were much more extensive than 
those later granted under the Crow's Nest Pass agreement. 
These benefits were given to the company in connection 
with the building of the transcontinental rail line. 

The basic subsidy was comprised of 25 million 
dollars in cash and 25 million acres of land. Utmost 
care was taken to assure that the land should be of good 
quality. The company was not required to accept any land 
that was not thoroughly fit for settlement. Ganetacew weve 
been reported wherein the company methodically declined 
to accept land in certain areas because it did not come 
up to the necessary standards.* <_ In later years, 
substantial wealth was reaped from some of this land 
through the discovery of oil and other minerals. Also 
granted were lands necessary for the construction of main 
and branch lines, for stations, station yards, freight 
yards, workshops, docks and other structures. 

The Dominion Bureau of Statistics, public 
finance and transportation division, in its report of 
August, 1959, on the Canadian Pacific Railway, 1923-1958, 
points out quite clearly the total aid given to the 
Canadian Pacific Railway company and other companies 
now comprising the system to December 31, 1958: 

---cash subsidies and expenditures on construc- 


tion from the federal government - $88,437,180; from 
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provincial government - $12,455,303; from municipal 
government - $5,261,064; or total stbetGies be 
$106 ,153 5,547. 

Land grants from the federal government totalle 
32,848,477 acres$ provincial government - 11,114,069 
acres, or a total land grant of 43,962,546 acres. 

This tremendous wealth of patronage and priv- 
ilege, extended to the C. P. R. owners since the road's 
origin, removes it completely from the category of an 
ordinary private enterprise which it professes to be, 

The attacks being made by the Canadian Pacific 
today on the Crow's Nest agreement do not correspond with 
attitudes of former presidents of the corporation. 

Sir William Van Horne, an early president of the C. P. R. 
and a signatory to the agreement, and Lord Shaughnessy, 

who later became the railway's president, both were enthu 
Siastic about the agreement because it saved the C.P.R. 
from bankruptcy. Sir Edward Beattie, a later C. P. R. 
president, said in 1938: "I have always thought Sir 
William Van Horne was 100 per cent right. I think he 

went into that agreement with his eyes open and undoubtedly 
made a good bargain. I think he made a good one, both for 
the country and the railways". 

The Turgeon Commission, in its report tabled in 
1951, said: "It is estimated in this presentation by 
the C. P. R. that the Crow's Nest Pass rates on grain and 
flour have always been a burden either upon the railways 
or upon the shippers and consignees of other commodities. 
The company's assumption in this respect is not borne 


out by the facts. During the first period in the history 
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of the Crow's Nest Pass rates, that is, from the coming 
into force of tHe agreementof 1897 in 1898, these rates 
cannot be said to have been a burden on anybody. 

"after having been in effect for about four 
years, they were reduced by the company itself in 1903 to 
the lower competitive level, which remained in force for 
about fifteen years; that is, until the competition came 
to an end in 1918. The competitive rates would have 
prevailed throughout this long period even if the Crow's 
Nest Pass agreement had never been made." 

In 1956, it was reported that Kenneth H. Brink, 
C. P. R. research officer in sworn testimony to the 
Transport Board, said: “Normally we depend on a good grai 
year for good net earnings." Is this not an indication 
that transportation of grain plays a vital role in the 
financial position of the railways? 

Furthermore, if the Turgeon Commission report 
of 1951 stated that the Crow's Nest rates were profitable 
why should they be otherwise today, when dieselization 
and reduction in operating costs have made it possible 
for the C. P. R. to haul loads double to those known 
during the. steam engine era? 

Dieselization: A Montreal staff writer for 
"the Financial Post", in the July 11, 1953, issue, clearl 
set out the savings that the C. P. R. has gained through 
dieselization. 

In some cases, the returns from the new diesels 
have been running at a rate high enough to repay the 
initial ‘capital cost’ in Tive years or less. In the first 


full year of operation on the Calgary-Revelstoke run, 
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over the steepest grade of the Rockies,the sixty power- 
ful road units assigned to this section eeepuad Apemcuiar 
costs (fuel, wages, maintenance and repairs) by a gross 
amount of $3.5 millions -- that was a saving on the 

order of 45 per cent. 

Higher interest Awhaden teuie tran charges on the 
new equipment would trim this reduction considerably, but 
the return on investment still ran about 15 to 20 per cent. 

From September, 1950, to September, 1951, the 
first full year of conversion from steam to diesels on 
the Schreiber division in northern Ontario, operating 
costs were cut by $3.7 millions - a saving in the 
neighbourhood of 50 per cent, with the return on invest- 
ment totalling an impressive 25 per cent. On the 
Schreiber division, fuel savings alone amounted to some 
$2,250,000, or over 60 per cent. These two points, in 
our opinion, are important because they bring out the 
actual impact, not only on savings, but also of kee vast 
expansion in new rolling stock. 

Branch Line Operations: The vast areas of 
western Canada mean many, many miles of track. Small 
towns and villages have traditionally been built along 
these connecting routes on the railroad. 

The larger the expansion of the small towns, 
the larger the business of trade to the railroads. The 
very lifeblood of the towns was dependent on the daily 
or semi-weekly train. All the goods and services require 
by the town in the form of mail, passengers, coal, 
groceries, petroleum, lumber, grain shipments, etcetera; 


came in and went out on the main highway of travel -- the 


| TR, Saree 
a si hia Oe 
: y Ge 2) hb re Sf * Wy 
- an io} . 


a ae Ir ie i 
' \ 


Pi Sa ee as, 2 ae: on ae 
ae MOE, Per pon ere | ons, ee | ii 


cs beqqorto mottos. etait, 09 bongtauas 8 2 

- anoxg s we (wrteqes bas ‘soneneiatem «893s sw, Low’ mi ) 

. ot £0. salves a. enw daut iad anotL itm. ate te ns “ 
tao, a8 ae I 0 wee 


| 


eats £0 Reyne: notte tosaqeb. ‘bane dactodat very th sea “a 


a 
te 


a 
| Sah celdenebtanoo nottosbes eidt’ mint bisow Som 299. >i |, 
et 
teen 19K Oe od Gf ésods mex [fhte Snomtnewat ma- auton. ea we 

; ia a 


1 
ot « £eQL -nedandeol od <ORGL etadmosqed monk 5 on | 
ro aten ol ot meste mort noLe1evao9 to. Ba Lut: deat 
was Jsteqo ,oftasaod re: edvnen mt abate clad spa ternal jal u 
edit ot aatves os ~ emoliilina yy Es yd two oiow Be 
-Jaoval mo rscrr end adtw , Ineo teq 02 ‘to sinialien 


a ot) 20 ome. 19g eS eviaseuqat ms gatlistot taom 


enon of betnuome enols agatves [eut .motatvib sodtendos -| 

Fi ql 

it .atateg ows exes taoo. "aq O08 evo to .000 —F 
- i) 


tasvy ond to cals Jud ,ayatvss ao ylao don atopamt donteg. ie 
*NOOd8 galifon. wen at sotansgee {8h a 


Le 


| 

: 

} 

I 

| 

a ons Siro gatrd ToAd eaveced TARTS roqmns ce 8) yfotatgo 10 s toys 

| ; 

. 

] 

| 


. Prov ie 
To ssevs fasv off :anohtsreq® enki Raita shat Qt 


Lom? .fost? to solim yaam :ynem msom ebaasd scoseow | ta. 
giols diivd need yllenol tibaad eved nopaLiiv bas 4 sawed | 


beorlitss edt no setwor, guivoonnoo exons | 


qt 

A ' 
7 . 
| se 


a <anwWo2 Lisme edd to nolansqxe ett jtegiel edt i¢ et i 
eM ert? ebsorliss oid ot sherds to saontaud ad teawel | 


; | ‘“tieb odd no Jushneqsb asw ecwot edd Yo booldettl, 

+ ettupen agolvasa bag. ahooy ont ILA. ..alaxt Uiseow-tnoe, a 
ee (a | 

‘ feo eapgsonaed «fle Roum? edd ont ano eid 


bois 


steteods ,stnematda alert etodmuL | eerie 


: a 
| ens ~~ Levard to. yeurgtd atesa ontt ae so dno 
4 


4 
_ 
ay 


* ANGUS, STONEHOUSE & CO. troUsick, dir. HEAT 
TORONTO, ONTARIO (Mauro ) 


railroad. Today the railways have lost most of this 
trade because of their high freight charges and irregular 
service, 

Branch line expension was highly competitive 
between the C. N. R. and ©. B R., and there an also the 
threat of expansion of ag heny pakge Attcos the south.., No one 
suggested that the federal government should be respon- 
sible for branch line construction, to open up the countr 
for settlement, as was the case with the main lines. 
Branch line development was undertaken as part of | 
C. P. R. policy to secure a greater share of the lucra- 
tive trade at the time. | 

The Seeumence used by railway counsels today ar 
not the same as governed railway policy in earlier years 
on this branch line construction issue. 

The C. P. R. knew about the Crow's Nest Pass 
agreement; they also ih ets the agreement was "in perpetuit 
-- but they still built the branch lines. We understand 
that some 3,000 miles of branch line costs are subject 
to C. P. R. cost analysis and charged to the Crow's Nest 
rates. This is contradictory to the original policy of 
the company at the time of construction of the branch 
lines. 

Freight Rate Increases: We believe the 
Canadian Pacific Railway is the only private corporation 
in Canada which is guaranteed by law, or regulation of 
the Board of Transport Commissioners, a fair return on 
investment. This is done by formal presentations, at 
public hearings, to the Board of Transport Commissioners 

A 7 


whenever the C.. Ps R. or C. N. R. decides that rates are 
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21 not high enough to pay expenses and at the time to provid 
3] a "reasonable" return on investment. 

4 Manitoba farmers, in fact most businesses, woul 
5 be delighted if they too were assured of such a position. 


the table waich. follows Indicates the difference 


6 | 
between agriculture as a business, and the railways: 
7 
=O ue 
8 
Freight Rate Price Index of Index numbers of 
9 Increases Commodities and Farm Prices of 
Services used by Agricultural 
Farmers -DBS Products - DBS 
10 (Western) : (Manitoba) 
11 Rate Base 1948 100 
1948 -- 21% w= 21 
12 121° 190.2 259.6 
1950 ~ 20% wm 24.2 
13 145.2 207.0 274.4 
14 1951 -- 12% ww 17.4 
; 162.6 225.5 301.6 
15 1952 -- 4.5% = 7.2 
169.8 
1952 -- 9% = 15.2 
16 185.0 224.0 266.8 
17 1953 -- 7% = 12.9 
197.9 238.6 245.3 
18 1956 -- 7% wm 13.8 
221.7 
19 1956 -—- 4% = 8.8 
230.5 243.3 227.0 
20 1058 -- 17% = 39.1 
269.6 25,1 54 Wits b. 1 
wy) The fact that western freight traffic has normally been sub- 
jected to the full impact of freight rate increases has naturally 
affected the farmers considerably. In the above Trble we place before 
23 you the unfavorable condition affecting our farmers in Manitoba. 


Freight rates increased in the period 1948-1958 by 169.6 
24 percent; the Index on Commodities and Services (or production costs) 
increased by 35%--while the farm price index of agricultural products 
25 decreased by 12.4%. 
The above Table shows freight rate increases totalling 169.6 
26 The fact that western freight traffic has 
2/|| normally been subjected to the full impact of freight 


28 rate increases has naturally affected the farmers 
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considerably. In the above table we place before you the 
unfavourable condition affecting our faire in Manitoba. 

Freight rates increased in the period 1948-1958 
by 169.6 per cent; the index on commodities and services 
(or production costs) increased by 35 per cent -- while 
the farm price index of agricultural products decreased 
by 12.4 per cent. 

The above table shows freight rate increases 
totalling 169.6 per cent and, from a layman's point of 
view, this trend appears ill-advised on the part of the 
railways, and surely is directly Keupondt ik for loss of 
revenue. Any industry in this country can price itself 
out of business and we submit, Mr. Chairman ; that our 
railways have done an obvious job in this direction. 

Transportation of grain remains the one commodit 
which is “captive’ traffic", and it is therefore no sur- 
prise that the railways have made an gated gine attack on 
the Crow's Nest agreement in the hope of reaping marked 
benefits should they succeed in their efforts. 

Railway Revenue: We have heard arguments from 
time to time that the Canadian Pacific Railway was not 
a profitable enterprise in western Canada. Not too long 
ago, statistics were available which showed the railway 
earnings on eastern lines and on western lines. We are 
advised that publication of these figures has been dis- 


continued by the railways since 1949, 
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Net Earnings 


East Lines West Lines 


1907-11 ¢ 43,500,000 $ 91,500, 000 
1912-16 60,000,000 152,500,000 
1917-21 81,000,000 174,500, 000 
1922-25 56,000,000 101,500, 000 
1936... 5,855,663 17,455, 448 
1037"! 10,013,518 13,728,729 
1o78) 0. 3,319,735 AE ela be) 
1939... 5,949,860 22,573, 960 
1940... 14,058,900 21,580,538 
POAT ear 16,951,233 29,006, 363 
1942... 20,885,093 27,302,596 
1043... 19,544,002 29,667,565 
1944, 4 11,537,387 91/622, 277 
1945... 13,090,407 22,963,927 


$ 361,705,798 $ 753,334,134 


ee 


Unfortunately, we do not have figures for the 
1945-1949 period but the above table is an indication that 
net earnings of the C. P. R. in the west have been nearly 
double those Of cne east. 

The Manitoba Transportation Commission advise 
they have requested‘ that Mis int ormation continue: vo be 
made available, but this has been refused by the railways. 
Could. it He Mr, Chairman, that, publication of these facts 
ae figures would not show a favourable picture for the | 
railroads and is the reason for dise ontinuance of same? 

We urge, Mr. Chairman, that your Commission pay 
particular Be cnton to se grain volume traffic and com- 
parable priors to the railways. From evidence presented 
Ive) transportation hearings - the past; Lt Nas” peen proven 
that when grain traffic volume was high, profits of the 
railroads were also high -- when volume decreased, profits 
went down satan ans Tar 

Now, if the railroad argument today is correct 
Eataae money is lost on the statutory grain raves -- 


then it must follow that when volume of grain and flour 
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movement is great, the railway losses will be high. 
A very close look into this aspect of the situation 
should be made by your Commission. 

C. P. R. Subsidiaries: The Canadian Pacific 
Railway owns or controls some 100 subsidiary companies 
acquired over the years from the profits of its rail 
operations or as developments of land granted to the 
company by the ye Ne, during the early years. 

Listed in the last annual report of the C.P.R. 
are sixteen leased railway companies, five railroads 
in which the company has a controlling interest, and 
twenty-six in which it has an investment. Other wholly- 
owned or controlled non-rail companies, some with subsid- 
iaries of their own, involve mining, trucking, hotels, 
telegrams, airlines, buses, ferries, toll bridges, real 
estate, eet omraa lee stockyards, abattoirs, cold 
storage plants, and steamships. Today the C. P. R. and 
its subsidiaries still hold mineral rights on eleven 
million acres of land. 

The following table clearly points out the 
vast revenue accruing to the C. P. R. through royalties, 


rents and reservation fees: 


195e $3.6 millions 

1931 Be (Source: CPR annual 
£955 9,0 statements, in 

1956 9.2 Financial Post Survey 
1957 8.4 ef Industrials.) 

1958 6.8 


The most lucrative of all investments has been 
the Consolidated Mining and Smelting Company, a result 
of the Crow's Nest Pass agreement. 


The company's investment in smelters is carried 
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on the books (1953) as $17,045,561, representing 8,412,00C 
common shares. Smelter's stock, however, is trading at 
about $20.00 a share,making the true value of this asset 
approximately $168,000,900. 

The following table indicates how lucrative 


unis major subsidiary has been to the C.-P. R. 


(millions) 
1951 1952 1953 1954 1955 1956 1957 1958 


Net earnings 85.5 58.7 40.1 4o°00" "G2 7% "50.078" Sl. SUC 
Net profit 50.7 g2..0 20.4 25.038 9s S0g3 Leu 
Investment in 


SUnRIUIRTes OO Ol A Sa TRU tO RR i ee alk Ba 
ivicende paid §$6,0 27,0 °19,6 22.1 20.6°..27.0 22.48, Va. 2 


Published in Financial Post Survey on Industrials, 1951-1958. 


The matter of property taxes has received very 
little publicity during much of the evidence that has 
given by the railways. Provincial and local governments, 
as well as other taxpayers, must provide the Hegelian and 
LACLLiIcLes. Lor tne railways! operations -- yet the rail- 
ways have been in the fortunate position of being exempt 
from property taxes in Nan roon. 

We respectfully suggest that the railways should 
appreciate the fact that,.if they were required to pay 
ap: Peers the same bates as others, they might then be in a 
more acetates ches position to argue their case for constant 
increases in rates. Surely the exemption from taxation 
has value to offset some phases of rad operations which 
may not be paying concerns. 

The C. P. R.'s8 80-year old agreement with the 


city of Winnipeg, that no property tax should apply 
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on their railway property, is surely a huge benefit to 
them. 

Summary: Although we realize that the findings lof 
this Commission are not binding on any railroad, or on th 
government of Canada, the importance of your work, 

Mr. Chairman, cannot be over-emphasized. 

In reviewing publicity on the proceedings of 
your hearings in Ottawa, we in the west have been concerned 
that so much stress has been placed on grain transport- 
ation alone. Farm people in Manitoba will not agree that 
there is justification for emphasizing costs of grain 
transportation, and thereby obscuring the over-all 
problem of the western people. 

As far as we are concerned, the cost of freight 
on grain is only one portion of the total freight bill 
each year, and the continuous increases which have been 
granted to the railroads have become a major share of the 
burden of operating costs on the prairies. In plain 
language, the prairies remain, to a much greater degree 
than the east, prisoners of the railways in transportat- 
ion because of the large "captive erdad®. We lack the 
‘strong water and highway competitive facilities. Thus, 
flat percentage increases across the board, granted 
the railroads in recent years, have tended increasingly 
to become a device for raising rates in the west, but 
not in the east. Agreed charges play a major role in 
holding down costs in the east. 

All railway rate problems should be scrutinized 
thoroughly -- particularly those concerning passenger 


service, agreed charges, branch line traffic, rail-labour 
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cost studies, and assets and earnings from non-rail 
operations. 

The benefits from dieselization and general 
operating efficiencies of the railroad should be investi- 
gated and reported. 

Another point which deserves close inspection 
is the advantages and disadvantages accruing to the rail- 
roads because of the high increases in freight rates. 
What would be their position today if the former volume 
of traffic (which was lost) were to be handled at lower 
rates? 

Conclusions: Finally, Mr. Chairman, we would 
like to comment on two matters. One is the request by 
the Cc. P. R. and the Cc. N. R. for a subsidy in lieu of 
the grain inequities alleged to exist under the Crow's 
Nest Pass rates. | 

We feel this is obviously the wrong approach, 
and is nothing short of a deliberate attempt on the part 
of the railroads to undermine the Crow's Nest Pass agree- 
ment. 

No one to date has proven that these grain 
rates are unprofitable. During many of the earlier years 
the Crow's Nest rates were so high that the railroads 
voluntarily reduced the rates. 

Unprofitable branch lines are the main argument 
in the railways' request for subsidies on grain. Undoubt- 
edly over a period of time some branch lines will be 
closed. “The Commission should examine all branch lines 
across Canada closely, and determine which are profitable 


and which are not. Those lines that are unprofitable 
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could then be subdivided into (1) necessary lines in 
the public interest; (2) unnecessary lines. 

The Board of Transport Commissioners Zould do 
this investigation from time to time, and the federal 
government could then pay a sum of money to keep up the 
lines necessary in the public interest. This would cover 
various branch lines from coast to coast and would be a 
direct payment to the railroads regardless of what type 
of commodites were carried on these lines. It would be 
a payment for the road that the railroads use, similar to 
federal and provincial subsidies to build the highways 
that truck transportation uses in gompeettren with the 
railroads. 

Secondly, we would like to say that when the 
C. P. R. themselves request a subsidy -- and it might appear 
that subsidies from the federal treasury are the only 
means of keeping our public railroads dowdating -- it is 
then high time that we look at the feasibility of nation- 
alizing the Cc. P. R. into a publicly-owned utility. 

The Manitoba Farmers Union for several years 
has passed resolutions on this subject and we would hope, 
Mr. Chairman, that your Commission in its report will 
not overlook this possibility. 

All of which is respectfully submitted on 
behalf of the 

| MANITOBA FARMERS UNION. 


CROSS-EXAMINATION BY MR. COOPER: 


Qe I just have a very few questions in order 


to clarify for the benefit of the Commission a few points 
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in.your brief. 

Now, on page 5 you refer to an address by 
Calvin F. Tallis of the law firm of Goldenberg, Taylor 
and Tallis, Saskatoon, to the Saskatchewan Farmers 
Union convention in December of 1959. Could a copy 
of that address be made available for the purposes 
of the commission? 

As. +Lgbeltleve,it could be. 

Q. I think the Commission would be interested 
in having it so that they can study the whole text, the 
purpose of which you have evidently used in support 
of the statements contained in your brief preceding the 
footnote. 

A. We can have that speech sent to you. 

Q. Thank you. Now, on page 6 you say, "The 
attacks being made by the Canadian Pacific today on the 
Crow's Nest agreement do not correspond with attitudes 
of former presidents of the corporation. Sir William 
Van Horne, an early president of the c. P. Ro. anda 
signatory to the agreement, and Lord Shaughnessy, who 
later became the railway's president, both were enthu- 
Siastic about the agreement because it saved the C.P.R. 
from bankruptcy." 

When that statement is made, are you referring 
to actual addresses delivered by Sir William Van Horne 
and Lord Shaughnessy, or want is your source of that 
statement? 

A. IL believe these are taken from transport- 
ation hearings in the past. 


Q. I wonder if you could get the source so 
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that the Commission could look at the source? 

A. We can also send you the source of that 
material. 

Q. Thank you. Now, on page 7 you state in 
the first complete paragraph on that page, "Furthermore, 
if the Turgeon Commission report of 1951 stated that 
the Crow's Nest rates were profitable, sity should: they 


be otherwise today," 


and so on. Do I understand that 
that statement is a conclusion you have drawn from the 
quotation from the Turgeon Commission report appearing 
on page 6? 

A. It is from the. report, yes. 

Q. And the only part of the report to which 
you have reference in wee of that statement is that 
part of the Turgeon Commission report quoted on wngeie, 
is that right? | 

A. That is the only part that we referred to, 
Bite there are other parts of the Turgeon Commission repor 
that we could have referred to. 

Q@. The reason I raise the question is, that 
I have a little difficulty with this statement, "Further- 
more, if the Turgeon Commission report in 1951 stated 
-that the Crow's Nest rates were profitable," and 
stopping there for a moment; I don't draw the conclusion 
that you may have drawn from what you have on page 6, 
that the Turgeon Commission report did in fact state 
that the Crow's Nest rates ve-costicauie in that. year, 
in 1951; they may have said they were profitable the 
year before, and I just wanted to know if you could clear 


my mind on the subject by telling me if you have any 
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other statement in the Turgeon Commission report which 
would support your paragraph beginning with the word 
"Furthermore", that is all. ee 

A. If my memory serves me right, in reading 
over that report, sir, I believe the Turgeon Commission 
didn't say that they were unprofitable, and we took 
from that particular conclusion - when they said that 
they were not unprofitable, they must have been profit- 
able at the time. 

Q. That is how you arrived at the conclusion 
expressed in that paragraph to which I referred? 

A. Yes. | 

Q. Now, the next paragraph is on page 7 
under the heading of dieselization. Now, I have some 
difficulty in appreciating whether the second complete 
paragraph under the heading of dieselization fia 
indeed, the third and fourth paragraphs, whether they 
have reference to the Financial Post or whether they 
haven't? 

A. Yes, they have. 

Q. Is that whole section on dieselization 
a quotation from the Financial Post or a summary ue. 
what appeared there, or what is the source? 

A. It is a summary of the material that 
appeared there. : 

Q. That appeared in the July 11, 1953, 
issue of the Financial Post? 

A. That is right. 

Q. Thank you. 


MR. DICKSON: I don't have any questions to ask 
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MR. COOPER: I am sorry, I will be as quick 
as I can, Mr. Chairman. tb 

Q. Now, I don't also quite understand your 
pate chink on page 8 under the heading “Freight Rate 
Increases", and just for the purposes of clarification 
for the Commission you might explain a little more 
clearly, if I may say so, the paragraph which begins 
with the words "we believe" and goes on to say, "the 
Canadian Pacific Railway is the only private corporation 
in Canada which is guaranteed by law, or regulation 
of the Board of Transport Commissioners, a fair return 
on investment. This is done by formal presentations, 
at public hearings, to the Board of Transport Commiss- 
ioners whenever the Cc. P R. orc. N. R. decides that 
rates are not high enough to pay expenses and at the 
time to provide a ‘reasonable! return on investment"? 

A. I think what we are trying to say there, 
sir, is that the C. P. R. and the C. N. R. as companies 
have the right to go before the Board of Transport Com- 
missioners whenever they feel that their freight rates 
are not adequate, or not adequate to pay for their 
costs, and we say following that that the farmers, 
particularly the Manitoba farmers, would be very pleased 
if they could be in that same position where they could 
go to a Board and argue their case whether or not 
they were getting a fair price. 

Q. But you are not suggesting that the reilway 
can go to the Board and be assured. of earning a suf- 
ficient amount of money to give them the return that they 
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want or which is fixed on their investment? 
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A. They can't be assured of getting the kind 
of return on investment that they would like to have, 
but the return on investment looks quite favourable 
when it is compared to the return on investment of the 
farmer or to the farmer. 

Q. And, of course, I presume when you are 
speaking of fair return on investment, I presume you do 
have the requirements formula in mind rather than the 
base rate of return formula? 

A. No; I have in mind the rate of investment 
of these two bodies; you might say the farmers in 
general and the railway companies, what they are 
receiving today. 

Q. Mr. Usick, I asked this question of 
Mr. Ransom, and I think Mr. Moffat dealt with it, and. 
I would like to put it to you as to whether, in the 
opinion of your union, the feed grain assistance policy 
is a helpful policy to the farmers of Manitoba? 

A. I would say that the feed grain subeady: 
is of particular benefit to eastern Canada, not to wester 
Canada. 

Q. Why do you say that, Mr. Usick? 

A. Well, the benefit of the subsidy goes 
primarily to the livestock, hog, and poultry producers 
of eastern Canada and British Columbia, and is in direct 
competition with those same products which are grown 
out here on the prairies, and I would also perhaps go 
even further and say that in my association with the 
farmers in Ontario and the number of meetings I have 


had there, I find that the farmers themselves don't feel 
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that they get the benefit of any reduced grain products 
without having the feed grain subsidy. 

Q. Then, at page 12, and this is also only 
for the purpose of clarification, the first complete 
paragraph at the top of the page, which reads: "The 
most lucrative of all investments has been the Con- 
solidated Mining and Smelting Company, a result of the 
Crow's Nest Pass agreement." 

I assume from that that the Manitoba Farmers 
Union takes the position that if it had not been for 
the Crow's Nest Pass agreement,. there would have been 
no Canadian Pacific Railway investment in Consolidated 
Mining and Smelting; is that the position taken by the 
Association? 

A. Yes, it is. 

Q. I see on page 13 in the third complete 
paragraph on the page you say: "In plain language, the 
prairies remain, to a much greater degree than the Cast » 
prisoners of the railways in transportation because of 
the large ‘captive trade'", 

Now, perhaps you might just indicate what you 
mean by the captive trade, as you use the expression 
there? 

A. I am referring there to the goods that 
are both exported out of the province, and the goods 
and services that the farmers pay for any saa gporiakt or 
coming into the province. There is a large part of. 
these goods that are coming in that are on a basis 
where little or no competition can take place with them, 


and that the freight rates that are set on them; are 
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set on the fact that this trade is captive trade, and 
the farmers really haven't got very much to say about 
any other form of competition. 

Q. I only asked that question because I 
think it is either the same expression - no, I am sorry, 
it is "captive traffic" which you used on page 10, 
where you say, “Transportation of grain. remains the 
one commodity which is ‘captive traffic', and it is 
therefore no surprise that the railways have made an 
outright attack on the Crow's Nest agreement in the 
hope of reaping marked benefits should they succeed 
in their efforts." Obviously, the captive trade which 
you refer to at one place is not the captive traffic 
in the other? 

A. Well, I think that the grain is more 
captive than the other things. 

Q. On page 6, Mr. Usick, the paragraph com- 
mencing, "The Turgeon Commission, in its report tabled 
in 1951", and then going on to state, "it is estimated 
in this presentation'", and I believe that that word 
"estimated" should be “assumed” and I am sure that if 
I am right in that you would want to correct me? 

Aw Yes. 

Q. “'It is assumed in this presentation by 
the C. P. R.'" and so on. Now, the table which you have 
given at page 9, and I haven't had an opportunity of 
checking it, and perhaps I should before raising 16": 
at all, but perhaps you could obviate the necessity 
of my doing so. This figure that you have there in 


the second and third columns headed "D.B.S. (western)" 
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and "D.B.S. (Manitoba)", those figures appear directly 
in the D. B. S. records, do they? 

A. .That.is right. 

Q. And the same in the third column? 

A. Yes, they do. 


Q. Thank you very mugh. 
CROSS-EXAMINATION BY MR. HUME: 


Q. Mr. Usick, to identify myself I represent 
the Canadian Trucking Association and there are just 
two points in your brief which I would like to discuss 
with you. 

At page 13 at about the third paragraph you 
make the statement - I realize this is a matter of 
opinion - you make the statement about the middle of 
the paragraph, “We lack the strong water and highway 
competitive facilities." Now, the word “strong", I 
presume is a matter of opinion, but I have been handed 
this "Ship by Truck Directory of Manitoba", and it was 
my impression that highway competition facilities are 
quite strong in this province, and would you mind ex- 
plaining whether I misinterpreted your brief? 

A. I would say certainly there is competition 
there, and this competition will result in a loss of 
traffic for the railroad, but I don't believe it is as 
strong as it is, say, in Ontario. 

Q. So, you are comparing this with Ontario? 

A. Ontario is one of the provinces. 

Q. And you point out on page 8 in connection 


with goods and services that were required by the town, 
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and you say, “And today the railways have lost most of 
this trade because of their high freight charges", and 
LI presume you mean they have lost them to the highway 
traffic facilities or to the privately owned truckers? 

A. I was speaking from points. in Winnipeg to 
the towns pee villages in the province. 

Q. Then, Mr. Usick, one other question. You 
say on page 13, "Agreed charges play a major role in 
holding down costs in the east." Are you aware that 
there are a great many agreed charges in the west as 
well as in the east? 

A. I am aware that there are agreed charges 
here, but I don't believe a4 many oe in the east. 

Q. IL don't know how many there are, but 
you are not suggesting, therefore, that agreed charges 
don't also play a major role in holding down some, at 
least of the charges in the west? 

A. I would say that agreed charges play a 
role in the west, but I wouldn't say as major a role as 
they do in other parts. 

Q. And on page 3 you recommend to this Com- 
mission that they investigate truck competition and 
that they investigate agreed charges. May I just ask 
you this question; is your suggestion of this investi- 
gation prompted by your worry that agreed charges are 
not returning a proper revenue to the railroad, or 
because the agreed charges threaten the possible exist- 
ence of the trucking industry, or both? 

A. -Well, we haven't seen anything in the 


province here to show that the agreed charges threaten 
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the existence of the truck competition, and as far 

as that particular section on that page dealing with 
agreed charges is concerned and why we want to investi- 
gate them is we would like-to. see-the impact of agreed 
charges in other places in euknuetuen with the railways, 
and I can't see the effect of any increases in freight 
rates, as we have known them in the past. Bela the 
competition there and comparing it to our position 

here where we haven't got as many agreed charges and 
where we share a greater burden of the increase in 
freight rates whenver they take place. i 


Q. Thank you very much. 
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CROSS-EXAMINATION BY MR. McDONALD: 


Q. Mr. Chairman, I just have a few questions 
by way of clarification. On page 2, the second para- 
graph, “Because of the political composition of Canada, 
prairie farmers have been artificially forced to trade 
east and west and are not able to take advantage of 
the more economic markets practically on our doorstep 
to the south." Are you Pareetine there te tari tte in 
the United States which prevent you shipping your goods 
in there? 

; | A. No, not only tariffs. I think rates on 
moving goods going south instead of the rates on goods 
moving east and west, as we have at the present time. 

Q. You get better rates east and west than 
you do north and south; is chat it? 

A. I think this goes back a long way. You 
can't say, yes, it compares with the situation today. 
The whole history of Canada from Confederation and the 
railroads and the opening up of the country was all in 
relation to traffic east and west, and the full extent 
of competition to the south which could have opened up at 
that time was not taken into consideration because it 
was in the national interest to have special assistance 
provided to railways and to provide that that traffic 
should move east and west within Canada. 

Q. What part of the province are you in? 

A. Where I live? | 

Q. Yes. 

A. Iam about 160 miles northwest of Winnipeg 


- mostly west. 
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2 Q. And if you are shipping goods south into 
3 the United States, what route would they take - would 


4| they go by highway or railway? 


5 Av .£ donpt know of any goods moving in that 
6 particular direction, and most of the goods I know of 
: move east and west - towards Winnipeg. 

Q. Turning to page 9, on the table which 
: you have given there, starting with the rate base in 
? 1948, I would like, for the record, to put in some cor- 
10 


rections which you can check later. I have had these 
i1 figures checked .They are all right down to 1952, and 
12 in 1952 there was a 17 per cent increase in lieu of the 
13 12 per cent in 1951, which brings your peed to 159.9 


instead of 169.8. Then, if you carry down in 1952, the 


14 

'. 9 per cent, that comes to 185.2 instead of 185.0. In 
1953, the total there is 198.1 instead of 187.9. Then 

vg in 1956, the 7 per cent increase, you get a total of 

a 212.0 instead of 221.7; there is a mistake in addition 

18 


there. Then, in 1956, the 4 per cent, the total there 
19 is 219.9, and in 1958 you have a total of 257.3 instead 
20] of 269.6. | 
21 THE CHAIRMAN: I think you would be safe in 
taking Mr. McDonald's figures. 
THE WITNESS: I will take his word for it. 
MR. McDONALD: @Q. I would like to point out, 
as far as Canadian National is concerned, although this 
shows an increase of 157.3 going from one hundred up 
to 257.3, our actual over-all increase was less than 
100 per cent on account of the fact there was no appli- 


cation on the grain - our increase was less than 100 per 
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cent. 

On page 10, the second paragraph on the page, 
you say, "Transportation of grain remains the one com- 
modity which is ‘captive traffic'". I was wondering 
if you had overlooked mining, for instance - ore, and 
that sort of thing? 

A. Perhaps it would have been more correct 
to say "remains the one main commodity". 

Q. There is a considerable amount of ore 
being handled? 

Ase no LOB. 

Q. On page 12 you refer to the property 
taxes: You know that the Canadian National Railways 
pays property taxes? 

A. I understand that they pay some taxes; I 
don't know to what extent. 

Q. Well, for your information, as far as I am 
advised, we have no agreements excepting us from taxation 
and we are taxable the same as any other company. That 
is all. I have; I just wanted to correct the record for 


you. 
CROSS-EXAMINATION BY MR. SINCLAIR: 


Q. Mr. Usick, you live approximately 160 miles 


northwest of Winnipeg? 

hoo That 1s right. 

Q. And you have lived in this country for a 
long time? 

A. All my life. 


Q. And I-am. sure that you and your organizatio 
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have considered the appointment of this Commission as a 
worthwhile endeavour on behalf of the government of 
Canada to move in and investigate and study a problem 
that is of concern to all Canadians? 

A. Yes, we have taken that attitude. 

Q. And you have also considered the personnel 
of this Commission in your organization - some of them 
very well known to you? 

A.’ We have said in our brief, I think, sir, 
that we have the fullest confidence in the Chairman and 
members of the Commission. 

Q. And your organization, knowing the type 
of men they are, and having seen them here, and listening 
to them, would be completely satisifed with their investi 
gations and recommendations? 

A.” Well, that. -- I can't say that at all. 

THE CHAIRMAN: That is asking a lot. 

MR. SINCLAIR: Q. Let me put it this way: 

You could not think of better people to consider this 
problem? 

A. As I have said, I have the fullest confiden¢de 
in the members of the Commission. 

Q. Will you agree that you not only have full 
confidence in them, but you know they are going to study. 
all matters and go into them and give them the weight 
they deserve? 

THE CHAIRMAN: You are bound to get us a 
certificate of character. 

THE WITNESS: I believe they are certainly goin 


to investigate into the problems of railway transportation. 
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However, we outline certain things in our brief which 
we felt, as an organization, we should have a full and 
comprehensive report into the cost analysis of trans- 
partation by yourselves. 

MR. SINCLAIR: Q. And you, of course, approach 
these problems in a completely unbiased way, yourself, 
do you? 

A. I would say similar to the approach that 
you have taken. 

Q. Well, I am giad to know that. Thank you 


very much. 
EXAMINATION BY MR. MAURO: 


Q. IL just have one question, Mr. Usick, that 
I thought might be of interest to the Commission because 
they have asked it of other farm representatives. If, 
after this Commission makes a thorough investigation 
of all of the aspects of the transportation problems 
in Canada, and for the sake of my question, assuming 
this Commission came to the conclusion that the Crow's 
Nest rates were not returning a proper contribution to 
the revenues of thé railroad, would the Manitoba Farmers 
Union want any subsidy that this Commission might rec- 
ommend to be paid, paid to the individual farmer or to 
the railway? 

A. Well, certainly as far as the subsidy 
itself is concerned, I would like to say this, that we 
are not convinced that the Crow's Nest Pass rates are 
unprofitable. We feel a lot of things should be consid- 


ered in this whole transportation hearing, and in this 
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Commission, and particularly the branch line esendeten 
and passenger service, and others we have outlined in 
our brief, and we feel these have a fairly large bearing 
on the whole aspect of transportation. We are not in 
favour of a subsidy to the farmers because we don't feel 
that is where it should be levied. We have an agreement 
with the C. P. R., and as far as I know I haven't found 
any farmers who are not satisfied with that agreement. 
It is the C. P. R. who have made application for the 
subsidies, not the farmer, and if siggy are the ones who 
.made the application, I would suggest to the Chairman 
and the Commission that the subsidy should go to the 
SRI a 

MR. MAURO: Thank you. 


BY MR. ANSCOMB: 


Q. Mr. Usick, while your brief is very clear 
on this point, I would like to have you say that it is 
quite understood that any subsidy given in 1881 has 
nothing whatever to do with the Crow's Nest rates? 

A. Any subsidy given .... 

Q. In 1881 has no bearing on Crow's Nest rates? 

A. Well, it has a bearing to the effect there 
was an agreement reached at that time, and that agreement 
| is still in effect. 

Q. I am talking about 1881? 

A. Oh; pardon me. You are talking about the 
land grants and the subsidies. 

Q. And that has nothing to do with the Crow's 


Nest agreement whatever? 
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1 A. Yes, I agree with you. 

2 Q. I take you te your own brief on page 8 

3 where yeu are dealing with a fair return on investment. 

4 I might or might net agree that the Beard of Transport 

2 Commissioners only deal with railways whe return deficit 
6 returns, but is it your view that the return they are now 
7| given is a fair ene in view ef the cest of money today? 

8 A. I said there, in this particular connection, 
9| that if the farmers had the same epportunity available to 
10/ them as the railways have, in geing befere a Commission, 
11 that the farmers would certainly be quite happy in being 
12 able te make their presentation and in getting a return 
en their investment similar to what the railways are 


14 getting today. 


15 Q. That is net quite what I asked yeu. I 

16 asked yeu a specific question: De you think the return 
17 new allowed is a fair return in view ef the cost of 

18 meney teday? Meney is ne different frem a building; 

19 yeu buy it er rent it, and you pay a rate, and the rent 
si goes up or dewn just the same as wages; de you think what 
is allewed now is a fair rate in view of the cost of 

- money today? 

2s A. I would have te answer that question in th 
1 affirmative, yes, and I think you will have to look at 

oH eur pesitien - myself, as a farmer, and as a farming 

* erganization. We are net a finance company, and we are 
4) net in the precess of handing out meney and having a certain 
— rate of return on that money from time to time. The 

is farmer leeks at the rate of return on investment which 

30 


the C. P. R. gets and it leeks very prefitable to him 


because he is getting a much lewer rate, and te that 
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effect we feel their return on investment is a favourable 
rate. 

Q. I want to ask you something, and I don't 
want anybody to get nervous at this question, and I 
certainly don't want my friends of the Canadian National 
Railways to get nervous at this question, because I 
think their problems are entirely different from the 
problems of the Canadian Pacific, but the fact remains, 
and history shows, that they lose now about $50 million 
ayear. The GhAgas bn Pacific don't make very much out 
of railway operating. Now, in the next to the last para- 
graph on page 14 you suggest that the national government 
should nationalize the C. P. R. Will you just tell me 
why you think that when they have,a railway costing them 
$50 million a year now - why they should want to add 
another one to it that may cost them something? Wouldn't 
it be more reasonable, in a free enterprise society to 
Suggest that the C. P. R. might be induced to take away 
from the national govemment the C. N. R. and try to make 
it profitable and relieve the taxpayer? 

A. I would say there, sir, that when you have 
two railway companies, you have many services where they 
are both in competition, in a field on which there may 
not be much traffic. If you had one railway company 
you could combine many of the services, eliminate some 
of the inefficiencies, and in that way probably have a 
railway sompahy that would show a return and a good 
financial structure at the end of the year. This is why 
our organization has gone on record in favour of the 


nationalization of the c¢. P. R. 
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Q. Well, I would like to say that I agree 
with exactly what you have said, and I will finish by 
asking you this question: Do you not think it would be 
better to do that under free enterprise than socialism? 

A. Well, in that particular question, I think 
we have lots of examples of .public. utilities, and. | 
certainly we have in Manitoba. Two of our eecaah public 
utilities are the Manitoba Telephone System and the 
Manitoba Power Commission, and I think they are two of 
the best utilities in Canada, and as far as our power 
commission is concerned, I think we are enjoying some 
of the lewest/rates in Canada, and they are public 
utilities. They are what you might call socialistic 
to that extent. But, they have certainly worked in the 
interests of the people of this province, and we don't 
see why it could not be extended to the C. P. R. as 
well. 


BY MR. MANN: 


Q. Mr. Usick, Commissioner Anscomb asked you 
a question on page 8 where you talk about a fair return 
on investment. You note in your brief, "We believe the 
Canadian Pacific Railway is the only private corporation 
in Canada which is guaranteed by law, or regulation of 
the Board of Transport Commissioners, a fair return on 
investment." You do know, of course, that the Bell 
Telephone Company is in a similar position? 

A. Again, I suppose I should say it would 
probably have been more correct to say it is the only 
private "railway" corporation. 


MR. SINCLAIR: I thought he changed that when 
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he spoke to Mr. Cooper. 

MR. MANN: I had no recollection of that. 

MR. SINCLAIR: I hope he did, anyway. 

MR. MANN: Q. In reply to Mr. Cooper you gave 
some comments on the feed grain subsidy, the feed grain 
assistance; arising from your comments, would you think 
that the feed grain assistance should be abolished? 

A. Well, we have never gone on record either 
particularly favouring the extension of that subsidy or 
of abolishing it. We have had fairly detailed arguments 
between the livestock producers and the poultry producers 
within this province that it was harming their position, 
competitionwise, between their product in this aetna 
and Ontario and Quebec and British Columbia. But, until 
the organization itself goes on record as having a policy 
one way or the other I can only say, speaking on behalf 
of the organization, that we feel this subsidy is not 
in our interests, but in the interests of eastern Canada. 

Q. LI have one more question on bece kus where 


you suggest in a sense a subsidy in respect of branch 


lines similar to payments made on highways. In suggestin 


such a subsidy do you think that it should only cover 
roadbed and track or the railroads, on the branch lines, 
or would you include other expenses incurred in respect 
of branch lines? Is this to be a track subsidy only? 

A. We does trying to point out the comparison, 
but there is a certain factor between truck competition 
railway competition which you might say is not fair to 
the railroads because the truckers have a road that they 


can transport their product on which is looked after by 
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the taxpayer. The railroads have to look after their own 
roadbed. We feel many of the branch lines in western 
Canada - and I believe there are 3 2000 miles ak ite in 
this cost study - could probably be proven to be unprofit 
able. We feel this is a branch line problem rather than 
a particular commodity which might be going on these 
branch lines. Therefore, we feel that if the Commission 
looked into this and analyzed the situation they might 
feel that the railways should have a subsidy in lieu of 
the operation of these branch lines, and one of Hind ve 
siderations is because of the fact the railroads have 
to look after the railroad bed and the operation of the 
track. . | 
Qe One last question, on page 6 of your brief 

in the first full paragraph you say, "This tremendous 
wealth of patronage and-privilege..." 2 do you see. those 
words? As you know, I am-from the east, and down where 
I come from we have a definite idea of the meaning of 
the word patronage, and I wanted to know what it meant 
in the west? 

A. Did you have a question there? 

Q. I don't think you need to answer that. 

THE CHAIRMAN: Thank you very much for your 
presentation and for your patience in waiting with us 
all this time, and we have been, as a Commission, simply 
delighted at the interest which ‘ shown by the citizens 
of Manitoba, and particularly the farmers of Manitoba, 
in the work we are trying to do. I was born and raised 
on a farm, so I have every sympathy for the farmer, and I 


appreciate, and we all do, the fact that you have been 
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so patient and you have done such work in preparing to 
come before us. 

MR. MAURO: I would want to say - and I think 
I speak for the Premier who cannot be here tonight - 
these citizens of Manitoba, both from the organizations 
who have put in a considerable amount of work in preparin 
these briefs, and those people who have sat here all 
through this - I think it augurs well for the dénberhGXe 
process that citizens can be interested. The Commission 
and the counsel have to be here, anyway, but they have 
shown great interest. 

THE CHAIRMAN: Mr. Mauro, it is a real 
inspiration to us when we see the citizens so interested, 


and we feel we have to try to do a job. 
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; | 
SUBMISSION OF THE BRANDON CHAMBER OF COMMERCE: 

2 THE CHAIRMAN: Well, Mr. Mauro? 

3 MR. MAURO: Thank you, Mr. Chairman, The 


4 next submission will be made on behalf of the city of 
5 Brandon and the Brandon Chamber of Commerce by 


Mr. Norman Bergman. I would call, in order to qualify 


him, Acting Mayor A. D. Burneski, who has come from 
Brandon, and Mr. L. D. Whitehead of the Brandon Chamber 
of Commerce, who have a few lines that they want to say 
in support of the submission. 

MR. BURNESKT: Mr. Chairman and gentlemen, I am 
the acting mayor for the. city of Brandon in the absence 
of Mayor Creighton, who is on holidays. The brief to 
be submitted by Mr. Se haar behalf of the Brandon 
Chamber of Commerce and the city of Brandon has been 
fully explained to and discussed by our city council and 
the submission approved, sir. 

THE CHAIRMAN: Well, we have heard that you 
have great ideas in store for Brandon, and we sympathize 
with you and we are delighted that you are taking such an 
aggressive part in the development of Mauisobe., 

MR. BURNESKI: Thank you, Mr. Chairman. We have 
problems, it is true. 

THE CHAIRMAN: I hope that nothing that we do 
will hurt you. 

MR. BURNESKI: I hope so, sir, and thank you 
very much. 

MR. MAURO: Mr. Whitehead. 

MR. WHITEHEAD, Mr. Chairman and gentlemen: 

As first vice-president of the Brandon Chamber of Commerce, 


I am acting for Mr. R. K. Armstrong who could not be with 
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TORONTO, ONTARIO (Mauro ) 
1 
2 us tonight. I am here to report to the Commission that 
3 the Brandon Chamber of Commerce brief to be submitted 


4. by Mr. Bergman has been fully discussed at a general 


te meeting and the statements and submissions offered carry 
6 the endorsation of the Brandon Chamber of Commerce. 
4 THE CHAIRMAN : Well, we are sorry we have to 
keep you so late. We were very anxious to hear everythin 
js that Mr. Bergman has to say. 
3 BERGMAN, Norman, called. 
10 
a MR. BERGMAN: Mr. Chairman, my first word is 
one by way of apology in that I believe some of the 
1 counsel engaged in this hearing did not receive copies 
- of our submission until just a very short time ago. 
14 


I do want to extend our apologies to them. We did have 
15 them delivered, but through some error in delivery, 


16 they did not reach their hands. Our apologies are 


17 delivered for that, Mr. Chairman. 

18 The Brandon Chamber of Commerce and the city 

19 of Brandon have adopted aggressive plans to attract new 
manufacturing and processing industries to the Brandon 

as area. Experience has shown that no industries whose 

21 


product contains a high weight content will locate in 
the smaller centres if their processed product has to be 
moved any substantial distance to market. The policy of 
horizontal percentage increases in the rail freight 
structure to provide additional railway revenue, as 
applied in recent years by the Board of Transport Com- 
missioners, decreases the locational attractiveness of 
the smaller urban centres. In addition, small manufac- 


turing firms have had to remove or may have to remove 
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their plants to larger cities where they are better able 
to compete because of more favourable freight rates. 

This brief contains specific ‘ast vos to 
show that Brandon must pay an it aateviatieeiet disproportion 
ate additional freight expense for most of the consumer 
goods brought in. At the same time it illustrates that, 
because of high freight costs, wage earners in one major 
industry are now being asked to absorb a large portion of 
freight costs by accepting it as a wage differential, in 
order that this industry can continue to exist and pro- 
vide employment. The principle that the consumer must 
pay more for the necessities of life in smaller urban 
centres and, on the other hand, receive less pay for 
equal work is one that must be studied with grave concern 
as it is repugnant to the basic Canadian concept of 
equality for all. 

For this reason, the Brandon Chamber of 
Commerce and the city of Brandon jointly have prepared 
this submission on the present rail freight rate situ- 
ation as it adversely affects industry and commerce in 
the Brandon area. This brief is submitted in the hope that 
it will prove useful to your Commission in its investi- 
gations. It emphasizes the need to remove or at least 
to ease Brandon's rail freight rate disadvantages. A 
national policy that would do this would benefit other 
Manitoba communities as well as Brandon and perhaps other 
centers in western Canada similar to Brandon in size and 
location. 

Brandon's Economic Background: Brandon is a 


thriving middle western prairie city of just over 27,000 
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people located about 130 miles west of Winnipeg. 
Economically, socially and politically it is similar to. 
many cities its size in the central region of the United 
States. It has a long history of agricultural develop- 
ment. It has and does serve as a major center of agri- 
business activity including food processing, feed and 
seed milling, farm marketing, wholesale and retail trade, 
etc. It is located close to amajor regional recreation 
area. Its recent growth has been rapid. In the period 
between 1951 and 1956 Brandon's population grew 19 per 
cent and the city seems determined to take whatever actio 
is necessary to assure a continuation of this growth. 
Central Location: Brandon is located in south- 
western Manitoba about 130 miles west of Winnipeg, 70 
miles north of the United States border and 230 miles 
east of Regina, Saskatchewan. Approximate highway mileage 
from Brandon to various United States and Canadian 


cities are as follows: 


To Chicago 1030 
To Minneapolis 580 
From Brandon: To New York 1880 
To San Francisco 2100 
To Toronto | L440 
To Montreal 1560 


Economic History: The natural advantages of 
the site of Brandon were first recognized by a "Company 
of Adventurers of England Trading into Hudson's Bay." 
These adventurers established Brandon House as a trading 
post on the banks of the Assiniboine River in 1794. 

The first permanent settlers began to arrive 
in the district in 1878, and as their numbers increased, 
a town site was surveyed. Railroad service to Winnipeg 


was established in 1881. 
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Between 1900 and 1910 railroad promotional 


activity and the economic attractions of the west brough 
hundreds of new settlers to the area. Wheat became the 
area's principal crop. Brandon became known as the Wheat 
City and its population increased fourfold assuming 
increasing importance as a major distributing centre for 
western Manitoba. 

Brandon gradually became an assembling and 
processing centre for the products of the agricultural 
hinterland it serves. Local industries developed to pac 
meat, mill grain, supply seed, feed and farm equipment. 
Brandon now manufactures a wide range of products for 
both farm and industry. Recently oil refining and 
electrical equipment ive been added to the list of manu- 
facturing industries. 

Brandon's efforts to develop local industry 
and to induce outside firms to locate in the city have 
produced some results. Manufacturing employment increase 
35 per cent in the period 1946 - 1956. Since then the 
rate of industrial development has diminished as the 
result of the impediment caused by the present freight 
rates structure. 

Climate: Brandon is subject to the same 
wide variations in climatic conditions which characterize 
the mid-continent area. The winters are cold but there 
are many days of sunshine and a dryness that is invigor- 
ating. The summers are pleasantly eel during the day 
but cool at night. Prevailing winds, winter and summer, 
are from the northwest. An average annual precipitation 


of 18 inches assures ample water supply for agriculture 
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and for many industries. The growing season averages 
about 121 days per year. 

Appearance: Brandon looks about like any 
other middle western town of comparable gives it has 
many new homes and stores. The downtown area is squared 
off with one-way streets to provide for increased traffic 
and parking. 

There are new modern motels and recent exten- 
sions and improvements to Canada's highways bring people 
to- occupy them, 

oteets are wide and well laid out and more 
than one-third of the houses are new since 1947. 

A master plan for the town has designated 
residential, commercial, and industrial zones to prevent 
unsuitable development patterns. 

Industrial Activity: Brandon's industrial 
activity is characterized by healthy diversity. As 
might be expected from the town's earlier role as .an 
agriculturel market center, food processing and the 
manufacturing of agricultural supplies are important part 
of total manufacturing activity. Petroleum products and 
metal products and fabricating follow food processing in 
employment totals. 

To realize its full industrial potential, 

a community must either have established firms in growth 
industries which can expand or it must attract new firms 
in growth fields. Brandon already has established firms 
in several important growth fields, notably food pro- 
cessing, metal products and fabrication, electrical 


equipment and petroleum -.products. 
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Food processing leads in employment and number 
of establishments. The largest of the twenty firms in 
this group is a packing plant, which employs in the 
neighbourhood of 200 people. This company processes 
all types of fresh meats, cured and smoked meats, all 
types of sausage, lard and other rendered products and 
distributes its products throughout Canada and also 
exports a significant amount. Other firms in this 
category are processors of dairy products and bakeries. 

Food processing will continue to be an impor- 
tant industry in Brandon. New technological development 
in food processing promise to open new possibilities 
for food preservation at the same time consumer demand. 
for processed food 18 increasing. The established firms 
in- this field have expansion potential and there will 
be opportunities for new firms. The fertile agricultural 
area surrounding the city supplies some of its 
most valuable raw materials. As crop diversification 
eénecwnes’s there will be added attractions for canners, 
freezers and other processors to locate in Brandon. 

At present there is only one producer of pet- 
roleum products and this firm refines and distributes 
petroleum products. This is another growth field and th 
prospects of this company for continued expansion appear 
to be very good. The growth potential in this industry 
may be further exploited by manufacturers of petroleum 
by-products around the nucleus of the present refinery 
operation. 

Metal products and fabrication is the third 


largest manufacturing category and the fastest growing 
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one in terms of employment. All types of tanks, steel 
welded heating boilers, steel sheets, filters and softeners, 
gas controls, culverts, wrought iron products, furnaces, 

tin pipe, and television hardware are now manufactured 

in Brandon, There are ten companies in this group. 

The one recently added company in the expandin 
electrical equipment category, manufactures several items 
including electric switches, Electrical and electronic 
equipment is an expanding field, and Brandon is favourabl 
situated to share in the expansion. 


The agricultural implements and supplies cate- 


gory includes truck bedies and accessories now being 


manufactured in Brandon by two firms. There is growth 
potential in this field, especially in supplies and 
equipment for the row crops which are gradually replacing 
grain. 

The transportation equipment groups include 
two manufacturers of van and truck bodies, dump bodies 
and house trailers. | 

The miscellaneous manufacturing group includes 
firms manufacturing fishing tackle and boats. These 
recreation oriented fields will benefit from the continue 
interest in Manitoba as a vacation land. : | 

The feed, seed and nursery products group is 
dominated by the largest seed house in Canada with 
branches in Toronto and Calgary. 

Brandon's total sales volume for manufacturing 
industries in 1957 was $25.3 million. Total retail 
trade for 1957 was $37.4 million, and total wholesale 


trade was $39.6. Together these figures present a pictur 
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of a well balanced economy. Manufacturing activity is 
now centred in three groups with good growth potential: 
food processing, petroleum products, and metal products 
and fabrication. Brandon's economic development will 
continue as firms now in these growth industries benefit 
from increased opportunities and new firms are atirncted 
by this potential, providing Brandon's position with res- 
pect to freight rates is improved. 

Retail and Wholesale Trade: Brandon has been 
a retail trade centre since its beginnings as a Hudson's 
Bay trading post. The post-war increase in retail sales 
indicates a considerable expansion. In 1951 total 
retail sales were $29.9 million and in 1957, they were 
estimated at $37.4 million. 

The pace of trade activity in Brandon is illus-|. 
trated by the increases in the number of establishments 
in all categories but one. Even in the apbtrel and 
accessory group, dollar saies increased from $3.2 
million in 1951 to an estimated $4.6 million in 1957. 

One of the most significant increases in dollar sales 
has been in the building materials and hardware group. 
This reflects not only the prowth in residential building 
but new institutional and commercial construction as well 

Brandon's trading area penetrates farther west- 
ward than in any other direction. This is to be expected 
Since the next city to the west is Regina, Saskatchewan; 
some 225 miles away. 

The Brandon trading area to the north is more 
closely clustered within a 75-mile area. Beyond that 


distance are Riding Mountain national park and other 


are. 5 
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thinly populated lake areas. 

To the south the pattern is similar, with the 
United States boundary seventy miles away constituting 
a natural limit to the trading area in that direction. 

An estimated 180,000 people live in the area 
served by Brandon establishments. 

Wholesale Trade: The volume of wholesale trade 
in Brandon shows a total volume of approximately 
$38,600,000 provided through 54 establishments. Leading 
in dollar volume by a considerable amount is the groceries, 
confectionery, fruits, tobacco, etc., category with a trade 
volume of $9,500,000 serviced by six establishments. 
Following this is the oil and petroleum products cate- 
gory, which is a growth field itself and may serve as 
a base for other industries. The meat packing figure is 
also significant. Food processing is a second area 
with further industrial development potential. Another 
promising group is the electrical equipment group. It 
is still new to Brandon, but three firms are represented 
at present. - 

Both retailers and wholesalers have been affec- 
ted by curtailment of railway scheduies, particularly 
on branch lines. Brandon is in an unfavourable position 
with respect to rail shipments to the east.... 

And, Mr. Chairman, I use the term here "to the 
immediate east"so you know it is in the particular trade 
area, rather than to eastern Canada, because goods from 
the United States and eastern Canada can be distributed 
from Winnipeg into the Brandon area without any backhaul. 


On the other hand, Brandon serves a considerable portion 
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of southern Saskatchewan. It has been suggested that 
Brandon should be petitioning the Board of Transport 
Commissioners for freight rate changes to put Brandon 
in a better competitive position. 

Inequities in the Freight Rates Structure:. As 
will be argued before this Commission later in these pro- 
ceedings, none of the changes in the freight rate struc- 
ture which have been imposed since the last war have been 
to the direct benefit of Manitoba. Indeed, some of them 
have piaced the province at a disadvantage. In no case 
is this more apparent than in Brandon where the freight sal 
rate structure has imposed severe limitations on Brandon!; 
industrial potential. Studies carried out by and for the 
Chamber of Commerce in the past year have substantiated 
this. fact. Those charged with the responsibility of 
encouraging the development of Brandon have viewed this 
situation with mounting concern. 

| For this reason, the eity of Brandon and the 
Brandon Chamber of Commerce welcome the appointment of this 
royal commission as evidence that the government of Canad 
shares the concern that the present freight rate structur 
is operating to the detriment of certain omnes of Canada. 

It is common knowledge that the towns, villages 
and smaller cities particularly in western Canada are 
faced with a probiem of survival today... it is also gener 
ally recognized that it is in the general interest of 
Canada that these communities survive, contribute to and 
share in the general prosperity being enjoyed in the rest 
of Canada at this time. 


The city of Brandon and the Brandon Chamber 
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of Commerce therefore respectfully wish to bring to the 
attention of the royal qumieatex their views on a number 
of freight rate matters which, inithete opinion, are 
contributing to the present disadvantageous situation 
which such communities, and specifically Brandon, are 
faced with in respect to industrial growth. 

The first of these is the effect of horizontal 
freight (rate increases. We have already stated that 
Brandon is actively. engaged in a program to develop in- 
dustry as a means of expanding wkd Abverei tite the 
economy of the city. It was further stated that horizon- 
tal freight rate increases have a detrimental effect on 
the ability of smaller urban centres to attract industry. 
This is based on the fact that generally speaking, the. 
low density of population found in western Canada makes 
it necessary for some industries to rely on more widely 
spread markets, increasing costs or reducing the competit 
ive position of such firms. This tends to make smaller 
urban centres much less locationally attractive. 

The practice of applying a percentage increase 
across the board, as we have said, places western Canadia 
communities in an increasingly disadvantageous position. 
Communities have encountered proportionately greater 
freight costs as increase has followed increase. In 
dollars and cents then, the burden of paying for the 
nation's freight bill has fallen increasingly on the 
western community. 

The city of Brandon and the Brandon Chamber of 
Commerce threfore respectfully submit that any further 


increases that may be imposed should be a flat amount in 
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cents per hundred pounds, or failing this, a combination 
of a relatively smaller percentage increase plus a cents 
per hundred pounds increase. 

The Brandon Freight Rate Situation: It was 
stated earlier in this brief that the city of Brandon is 
suffering the consequences of the, present freight rate 
structure. Perhaps it would be helpful and informative 
to outline in more detail just exactly what this means 
in terms of Brandon's future. It might be fairly stated 
that the Brandon freight structure is the object of con- 
siderable concern by many Brandon distributors and almost 
all Brandon manufacturers. The greatest concern has been 
voiced by manufacturérs and processors although the 
problems faced by others such as lumber and fruit dealers 
are also significant. 

The Canadian railway rate structure is based 
on standard rate making principles including the 
cost of service, value of service, characteristics of the 
product, and many other factors including the incidence 
of competition. Despite the recent attempt to “equalize” 
freight rates by relating them more closely to the 
mileage between points (cost of service), the structure 
of rates is still extremely complex. 

The railways exercise their rights to cut their 
rates to meet competition; and cities, towns and regions 
which are fortunate enough to have competitive forms of 
transportation benefit through Fed. toe dnt rates. 
Cities, towns and regions in which the railways do not 
have competition from other carriers generally are requir 


to pay the maximum freight charges permitted under the 
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Standard mileage scale. 

The level of freight charges in a particular 
region or community is, therefore, strongly influenced 
by the degree of competition. The strouxer she actual 
or potential competition, the lower the rates. This com- 
petition can come from trucks, or water carriers, or 
other railways. 

Rates on Shipments from East: Shipments from 
eastern Canada are of special significance to those 
western Canadian firms engaged in secondary manufacturing 
or in the distribution of goods. Rate levels on sieee 
and other raw materials for secondary manufacturing have 
had a considerable influence on industrial development 
in.the area. Similarly, comparative rate levels on manu- 
factured goods produced in eastern Canada for sale in 
the west play a major role in determining distribution 
centres in western Canada. | 

To illustrate, Winnipeg enjcys significant 
advantages over Brandon on shipments from the east. 
Winnipeg is geographically closer to the east. Even the 
straight application of standard mileage scale provides 
advantages to Winnipeg with respect to Brandon. For 
example, the rate on class 100 merchandise from Toronto, 
which is based on the standard mileage scale, is $6.01 
to Winnipeg as compared with a rate of $6.54 to Brandon. 
The Brandon rate is therefore .53 cents, or 8.6 per cent, 
above the Winnipeg level. As a resuit, Brandon firms pay 
53 cents more per 100 pounds for shipments of class 100 
merchandise than a-competitor in Winnipeg. Of course, 


for shipments travelling under a lower classification, the 
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absolute size of the differential declines. However, the 
percentage differential under a strict application of 
the mileage class scale remains the same. The Colowind 
eRste compares the theoretical rate differentials Lor 
various class shipments to Brandon and Winnipeg. The 
table implicitly assumes that the railways do not deviate 
from a strict application of the standard awe te 
‘diftferentiaae 

| | As the table shows, the extent of the advantage 
Winnipeg enjoys over Brandon Said! be from ies Whett & 
Tor shipments under CLASS OU Vales. (10 «lp eenbe for 
class 2/7. shipments. In ald instances, the rail rate to 
Brandon should be 8.6 per cent higher. 

Wine decima | Rone an the last column of the 
following table is meant to be after the dollar. That 
should read 53 cents for class. 100 and 15 cents for _ 
Gwats 27% Ina 1! instances, the rate to Brandon should b 
8.6 higher. This table can be taken into the record, but 
I would. like to point out in the last colum "Theoretical 


Winnipeg Advantage", those figures are all cents. 
TABLE I 


THEORETICAL RATE DIFFERENTIALS, BRANDON VS. WINNIPEG ON SHIPMENTS FROM 
>. LORONTO 
sapere te 


Class To Winnipeg To Brandon Theoretical 
; Winni peg 
a Advantage 
100 6.01 96.54 -53¢ 
85 5.11 5.56 045 
70 4,21 4.58 037 
55 3.31 3.60 029 
45 2.70 2.94 02h 
40 2.40 2.62 222 
33 1.98 2.16 18 
30 | 1.80 1.96 16 
27 1,62 1.77 15 


Sources Basic data supplied by the C.N.R.. Sentemher 2 1959 
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The following table shows some actual rates 
paid by Brandon merchants for shipments from the east 


compared with the rates charged on identical shipments to 


Winnipeg: 
i 
RAIL RATES ON SHIPMENTS FROM THE EAST 
(1) 
Commodity Minimum Ex Rate per 100 lbs. _ Differential 
Weight To To Absolute Percent- 
_Winnipeg Brandon age 
Peaches 20,000 Toronto {3.11 §3.57 46¢ 14.8 
2 
Peaches 26,000 Toronto 2. 65 3437 72 Zive 
Electric Motors 
Class 45 Toronto 2.62 2.89 27 9.1 
Canned Fruits(30,000 Toronto BLOl 2.61 37 16.5 
and ence Toronto 2.03 2137 3h 163% 
Vegetables 30,000 Toronto any 2.61 86 49.2 
(50,000 Toronto 1.65(4) 2.37 72 43.6 
Furniture 14,000 Toronto 3.26 3 5h 28 8.6 
3 ; 
Furniture 26,000 Toronto 2.65 ey | 72 Zsa 
Paint Toronto 6.40 6.96 5h 8.8 
Metal § (1st LCL) Oshawa 6.40 6.96 5, 8.8 
Metal (2nd ICL) Oshawa 5.42 5.90 L8 8.9 
Lubricating 
Oils & Grease CL Sarnia 1.37 1.69 32 23.4 
Tires CL Kitchener 2.12 2.82 70 33.0 
Steel Sheets 100,000 Hamilton 1.50(4) 1.83(4) 33 22.0 
Steel Sheets 80,000 Hamilton 1.55(4) 1.88(4) 33 21.3 
Steel Sheets 40,000 Hamilton 1.67(4) 2.00(4) 33 19.8 
Bars 50,000 Sault Ste 1.443  1.714(5) 27 18.7 
Marie 
Sheets é& Plates CL Chicago 1.34 1.68 34 25.4 
Agricultural CL Brantford 2.49 2012 23 9.2 
Implements 
Steel = Burlington 2.41 Pe E dl 30 Lae RYE 
Nails - Hamilton 1.90 2.69(6) (i 41.6 
China and LOL liontreal « 5.92 6.62 70 n.8 
Crockery 


(1) The rates quoted are all rail rates to both Brandon and Winnipeg. 

(2) These peaches travel under tariff authority CFA 82-G, an all- 
commodity tariff applicable from liontreal and Toronto only to Win- 
nipeg, Regina, Etc, The {2.65 is the Winnipeg rate, while the 
53.37 is the rate to Regina used as a maximum on Brandon. 

(3) Travel under CFA 82-G (see note (2)). 

4) Agreed charge. 

: Minimum 80,000 lbs. 

6) If shipped direct the (2.69 rate applies. However, by transferring 
the shipment at Winnipeg the rate can be reduced to $2.20. 
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The preceding table presents a fairly clear 
picture of the rail freight rate .probliems confronting 
Brandon. In the absence of a tiitediat conditions, it would 
be expected that rates to Brandon would range from eight 
to ten per cent above those to Winnipeg. An examination 
of the percentage differentials for rates to Brandon 
and Winnipeg discloses that only seven of the twenty-thre 
rates fall in this approximate range. Obviously there 
are other factors at work which lead the railways to alte 
the rate structure to the two destinations. 

The influence of these special factors can be 
shown by an examination of some of the individual rates 
given in the table. The rates applicable on shipments 
of furniture provide a case in point. For minimum ship- 
ments of 14,000 pounds, the rate to Winnipeg is $3.26 as 
compared with a charge of $3.54 to Brandon. The Brandon 
rate is 8.6 per cent higher, roughly about what one eau 
expect. However, for shipments of 26,000 pounds, the 
situation is drastically changed. The railways introduce 
tariff CFA &62-G, an ali-commodity tariff applicable from 
Montreal and Toronto only to Winnipeg, Regina and other 
major centres in the west. Under its terms, the rate to 
Winnipeg is set at $2.65, while the rate to Regina is 
set at $3.37. Shipments to Brandon travel under this 
latter rate. As a result of the introduction of this 
special all-commodity tariff, the rate advantage of 
Winnipeg over Brandon swings from 28 cents to 72 cents, 
or from 8.6 per cent of the Winnipeg rate to 27.2 per 
cent. 


The standard rate on canned fruit and vegetable 
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from Toronto to Winnipeg for . shipments of 30,000 pounds 
is $2.24 as compared with a Brandon rate of $2.61. Thus, 
the standard rates gives the Winnipeg merchant an advan- 
tage of 37 cents per hundred pounds, or a 16.5 per cent 
advantage over his Brandon competitor. However, the a 
railways entered into an agreed charge with Winnipeg 
shippers and set the rate under its terms of $1.75 

in return for a guarantee of a certain volume of traffic. 
This agreed charge lowered the rate from Toronto to 
Winnipeg 49 cents, while the Brandon rate remained un- 
changed. As a result, the advantage of the Winnipeg dis- 
tributor became 86 cents per hundredweight as contrasted 
with 37 cents prior to the introduction of the agreed 


charge. 
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Rates on Shipments to and From the West: Ship- 
ments from the west are important to waolesalers and re- 
tailers in the Brandon area, especially those engaged in 
the lumbering and fruit trades. Shipments to the west 
are of importance to some Brandon manufacturers. 

In general terms, the rate structure throughout 
most of the west on intra-regional shipments conforms to 
the standard mileage rate structure. In a recent judg- 
ment, the Board of Transport Commissioners held: 

"The Board considers that the western Canadian 

commodity rate structure, while it may be influ 

enced by some extent by the American rates from 
the state of Washington, is part and parcel of 
the normal commodity freight. rate structure 
voluntarily established by the railways and 
should be treated as such in evaluating all suc 
commodity rates in relation to the uniform clas 
rate structure prescribed by the Board". 

Source: JORR, March 16, 1959, p. 612. 

The class 100 rate from Vancouver to Brandon is 
$6.78 as compared with a rate of $7.44 to Winnipeg. Thus 
a strict application of the standard thileage scale would 
méan that Brandon would have a 9.7 per cent advantage 
over Winnipeg on shipments from the west. The following 
table shows the theoretical rate differentials for 


shipments from the west coast: 
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The above table shows the theoretical advantage 
of Brandon over Winnipeg. However, an #xamination of the 
actual Brandon rates compared with Winnipeg, on twelve 
commodities, shown in the following table, reveals that 
for some commodities rates are lower for shipments to 


Winnipeg than to Brandon: 


RAIL RATES FROM THE WEST TO BRANDON AND WINNIPEG 


me ; Brandon 
Advantage (i) 
Commodity Minimum From Rate Disadvantage (- 
Weight To Brandon To Winnipeg Absolute Percent- 
per 100 lbs.per 100 age 
lbs 
Lumber 50,000 Vancouver ol.4O $1.40(1)s ~ - 
Plywood 50,000 Vancouver 1.67 WES AU: MN as Set 
1.45(3 - 22 - 15.2 
Groceries CL Vancouver 2.00 2.00 - - 
Jap Oranges CL Vancouver 227 2.03 - - 11.8 
Interior B.C. 
Lumber 50,000 Castlegar 1.19 27 | NO Pere) 
Plywood 50,000 - 1.42 1,53(2) Pll tee aie 
1.41(1) - 1 - 0.7 
Apples 35,000 Kelowna Seal 1 or Behn NO Ue 
Soft Fruit ~ Okanagon 2.39 2.2h - 15 - 6.7 
Vegetables - Okanagon a 1.64 Poe So Tes 
Potatoes - Okanagon Leos 1.42 #¢ & # 2.8 
Canned Goods - Kelowna 2.10 2.30 #20 # 8.7 


i Via Noyes, Minn, 

(2) Via Canadian Route. 
(3) Via Noyes, Minn. 
(4) Competitive rate. 
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The first four items cover shipments from 
Vancouver and are typical of rates applying to shipments 
from west coast points. The effective rates to Brandon 
and Winnipeg are identical in two cases, while the rates 
to Winnipeg are below those to Brandon for the other two 
commodities. rhése rate levels are in sharp Sohekast to 
the 9.7 per cent advantage which one would expect Brandon 
to enjoy on shipments from the west coast. 

Obviously os are special factors operating 
over this route. Consideration of the biveb ok plywood 
from Vancouver is revealing. For shipments of plywood 
from Vancouver, the rate via Canadian rail carriers is 
$1.67 to Brandon and $1.76 to Winnipeg. ‘This gives the 
Brandon merchant a 5.1 per cent suvhutane4 roughly in 
line with what one might expect. However, it is also 
possible to ship plywood to Winnipeg from Vancouver via 
Noyes, Minnesota, The vate on plywood from Vancouver to 
Noyes is $1.14. Rates from Noyes to Winnipeg are 31 
cents and to neshach|ve55 eeneat Thus the U. S. routing’ 
to Winnipeg yields a total rate of $1.45 or 31 cents belo 
the Canadian rate. The total rate via Noyes to Brandon 
is $1.69, or two cents higher than the Canadian rate and 
is therefore not used. 

The incidence of American competition therefore 
reduced the Winnipeg rate by .31 cents and reduces the 
-9 cents Brandon advantage over Winnipeg to a .22 cents 
disadvantage. Thus, when an alternate U. S. routing is 
offered, the Winnipeg rate falls significantly and the 
freight advantage swings to Winnipeg. Given the alternat 


service available by an American carrier, the Canadian 
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lines have an effective maximum put on the rates they can 
charge. The Canadian lines must either cut rates to abou 
the American level or forego the traffic. 

The other eight listings apply to. shipments 
from interior B. C. In five of these cases, Brandon 
enjoys advantages over Winnipeg ranging from 2.9 to 8.7 
tae Genin Competition from U. S. routes is not present 
on shipments from the interior of B. C. and the railways 
are thus able to apply the standard mileage rate scales 
giving Brandon the advantages which accrue from its loc- 
ation. 

The reason for the Winnipeg advantage on the 
other three commodities stems from U. 5S. ecw ea in. 
Washington and Oregon marketing their products in the 
Winnipeg area. To meet the competition afforded from 
U. S. growers of fruits and vegetables, the Cichatien rail 
ways established special competitives rates to Winnipeg 
from the Okariagan valiey. However, Washington-Oregon mer 
chants cannot effectively compete in the Brandon market 
and the railways were not compelled to establish special 
tolls to Brandon. 

In summary, Winnipeg has lower rates than Bran- 
don on shipments from the west coast due to the possibil- 
ities of routings via U. S. lines. On shipments from the 
B. C. interior, the railways are in most cases able to 
apply the standard mileage scale in calculating rates. 
Generally speaking, Brandon has lower rates on shipments 
from the Okanagan region. However, exceptions apply in 
those instances where the railways are forced to establis 


special competitive tolls to meet the prices of firms in 
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Washington and Oregon. 


Freight Rates and Wages: Brandon citizens 


were shocked last month to learn through a labour dispute 
that high freight costs, in a highly competitive indus- 
try, might drive that industry out of Brandon unless 
the employees were prepared to absorb the largest portion 
of their transportation costs as a wage differential. 
Up to this time labour Meaenivaw ous in Brandon had had a 
reasonably successful history of establishing the 
principle "that the same wages should be paid for the 
same type of work, where skill and experience are approx- 
inately the same, whether the work is performed in a 
large centre such as greater Winnipeg with a population 
of about 450,000, or in the city of Brandon with a 
population of approximately 26,000." 

I think I-would ask at this stage that appendi 
B on page 26° be included. 

THE CHAIRMAN: You want it filed as an exhibit? 

THE- WITNESS: No, I want it taken in to the 
record. It is on page 26, sir. I will-also be asking 
that - Appendix B on page 26, Appendix D and Appendix E, 
on pages 28 and 29, be taken in also. There will be 
no reference made to-Appendix A, and I would like to read 


Appendix C when I reach it. 
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1 
2 
BRANDON FREIGHT RATES BRIEF 
3 
4 APPENDIX__B 
Port Arthur 
5 
Freight Rate Jan. 2 to Apr. 1 1.81: cwt. 
6 Volume Jan. 2 to Apr. 1 878,453 lb. 
Fr, Cost Jan. 2 to Apr. 1 915,900.00 
7|| Freight Rate Apr. 2 to Aug. 8 1.45 cwt. 
Volume Apr. 2 to Aug. 8 1,006,392 lb. 
8 Fr. Cost Apr. 2 to Aug. 8 S14 4592.68 
Total Volume 
9| and Cost Jan. 2 to Aug. 8 1,884,845 1b. $30,492.68 
10|| Freight Rate Winnipeg to 98 cwt, 
Port Arthur 
11 Freight Cost for Equal Volume from Wpg. $18,471.48 
| 1,884,845 x .98 | 
12 Difference in Freight Cost $12,021.20 $12,000}00 
13|| Carload Shipments Sold f.0.b. Winnipeg 
14 Freight Rate Brandon to 
Winnipeg 035 cwt, 
Volume 298,799 lb. 
15]| Freight Cost 4 1,045.80 $ 1,000.00 
16 ‘ 
Winnipeg Distributive Sales 
17 Freight Rate Brandon to 
Winni peg ~35 ewt, 
18 Volume 2,002,301 1b. 
Freight Cost § 7,008.54 $ 7,000),00 
19 ; 
- Eastern Canada Sales 
Averege Freight Rate 
from Brandon 2, 82kewt. 
Average Freight Rate 
from Winnipeg 2.472ewt. 
' Difference in Rate 3h5cewt. 
Volume 5,074,000. lbs. 
Difference in Freight 
5,074,000 x .344 | $17 , 500, 00 
Total Volume 9, 260,000 
Cost from Brandon $181,700.00 
Cost from Winnipeg 144,200.00 
Difference $37 , 500,00 
Regular Man Hours to August 8/59 180,415 hrs. 
Extra Freight Cost same period $ 37,500.00 
Cost Per Man Hour 20.8 |cents 


NOTE: All figures given are for the year 1959, 
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APPENDIX D 
TABLE V 


COMPARISON OF RATE CHARGES FOR ADDITIONAL MILEAGE 


EAST AND WEST OF WINNIPEG - 
MONTREAL BLOCK 


Class Rate 
100 rate per 
per 1000 
From To Mileage 100 lbs, Miles 
Brandon Montreal 14.88 $6 Sy 
Winnipeg Montreal 1354, 6.01 
Additional 13) spo $3.96 
Winnipeg Three Rivers 14.33 6.30 
Winnipeg Montreal 135 6.01 
Additional 79 029 Bor 
Winnipeg She rbrooke w52 | 6430 
‘Winnipeg Montreal 135u TiO 
Additional 98 029 2.96 
Winnipeg Moncton 1779 6.57 
Winnipeg Montreal 135), 6.01 
Additional 425 56 1,32 
Winnipeg: Saint John 1799 6.57 
Winnipeg Montreal 5 6.01 
Additional hs 56 1.26 
Winnipeg Halifax 1967 6.67 
Winnipeg Montreal 135i 6501 
_ Additional 613 266 1.08 
Winnipeg Sydney 2120 6.87 
Winnipeg Montreal 135). 6.01 


Additional 766 . 86 tie 
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APPENDIX E 
TABLE VI 


TABLE SHOWING HOW PRESENT RATE SCALE FAILS TO 
GIVE BRANDON FULL BENEFIT OF RATE OF TAPER ON 
- FASTBOUND TRAFFIC 


Class 100 Rate per 


; Rate per 1000 
From To Mileage 100 lbs. Miles 
Winnipeg Montreal 135k $6.01 bly o Lyd 
Brandon Montreal 11,88 6.5 helo 
Winnipeg Three Rivers 1.33 6.30 4» lo 
Brandon Three Rivers 1567 , 6,83 236 
Winnipeg Sherbrooke 1452 6.30 tee SUL 
Brandon Sherbrooke 1586 6.83 432 
Winnipeg Moncton 1779 6.57 3.69 
Brandon Monoton 1913 Vad Sef 
Winnipeg Saint John 1799 6.57 3265 
Brandon Saint John 1933 161.0 3.67 
Winnipeg Halifax 1967 6.67 26.09 
Brandon Halifax 2101 7220 303 
Winnipeg Sydney 2120 6.87 362k: 


Brandon Sydney 225k 70 3.28 
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Appendix B is a copy of a table submitted by 
management to this board of emeris Go: di investigating 
this dispute. We are informed that the figures shown in 
this table were unchallenged and were accepted by the 
board as correct. These figures show the total freight 
charges that must be paid before this industry can deliv 
their products to Winnipeg, a point where the freight 
costs for onward distribution become equal with those 
of its competitors. | 

| In its submission to the board of conciliation 
the company said it "must absorb the freight differentia 
between Winnipeg and Brandon on almost 90 per cent of 
its production. This freight rate differential converte 
into cents per UT ds Win UHas to 20.8 cents per man- 
hour worked -- For us to be competitive (with our major 
competitors) in Winnipeg, assuming that all other con- 
ditions are equal, our wage differential between (our 
major Winnipeg competitors ) for similar work performed 
must be at least 20.8 cents per less than what (our 
major competitors) pay in Winnipeg." | 

Obviously the board of conciliation recognized 
and, at least in part, accepted this argument for they 
state in their out that “It is generally admitted 
that decentralization in industry is desirable, provided 
the additional cost is not too great. Localizing of 
industry will in many instances ivdPrd various types o 
handicaps. The degree of handicap will often vary with 
the relative weight of the commodity produced in relatio 
to transportation costs.” Later in their report they 


obviously recognize the handicap of high transportation 
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costs for they say "To compensate for the handicap (of 
decentralization), the main element of which is the cost 
of transportation, all concerned must be willing to assum 
a fair share ....Translated into actual practice this 
‘may call for a sacrifice of dividends and holding the 
line in regard to salaries and wages." 

To state it simply, the employees of this par- 
ticular industry are being asked to absorb the major 
share of additional transportation costs while, as con- 
sumers, they must pay more for most consumer goods 
they purchase. In order that we may resist this trend 
to the utmost, we strongly urge that a national transport 
ation policy be adopted that will minimize. the differ- 

' ential rate through the various areas of the-country. 

THE CHAIRMAN: Was.the board's repert unanimous 

HE WITNESS: No, sir, it was a majority report 
with one dissent. - 

| _Interswitehing in Urban Areas: With the 
growth of urban areas , particularly since 1945, switching 
rules have remained virtually unchanged and Have been, fo 
some considerable time, most inadequate! 

Industry now tends to locate on the outskirts 
of communities rather than in their heart. As a-result, 
most industries locate outside the Co iint switching 
limit now in effect. 

While the résults of such an out-of-date rule 
places a burden on larger communities j it also affects 
smaller urban centres where improvements in the present 
switching facilities await a change in the existing rule. 


This, for example, is true of the city of Brandon, where 
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limit of at least eight miles is now necessary. . 

A number of suggestions have been put forward 
from time to time as to how the rule might be changed. 

No solution to the problem has yet been reached. This 
problem becomes increasingly serious year by year. 
It is therefore respectfully submitted that this Commiss- 
ion make a careful study of the problem with a view to 

- establishing a method of handling interswitching in a 
manner suited to present-day needs and present-day con- 
ditions. 

Income From Subsidiary Business: We wish to 
refer now to the specific term of reference of the 
Commission that "whether, and to what extent, the Railway 
Act should specify what assets and earnings of ssid Ais 
companies in businesses and investments other than railways 
should be taken into account in establishing freight | 
rates." 

It is the view of the city of Brandon and the 
Brandon Chamber of Commerce that this is a matter of grea 
importance with RE: to freight rate policy. We 
therefore respectfully request that the Commission under- 
take a full examination of this matter. 

"Im Transit" Privileges: "In transit privil- 
eges" have for some considerable time been granted by the 
railways but to a limited extent. This allows for the 
stop-over of certain traffic, usually of bulk commodities 
for storage or processing before being transported on- 
ward to its ultimate destination. By this means the rail 
ways retain the outbound movement of processed goods 


which they brought in as raw materials. 
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Truck competition for freight traffic has been 
directed mainly to the transportation of sinuhar sueed or 
processed goods outbound Pebebccie factory. It~would 
appear that the railways have been successful in control- 
ling the movement of those commodities to which these 
privileges have been extended. It seems logical to 
assume, therefore, that this is a field in which addit- 
ional traffic could be attracted if "in transit privileges" 
were extended to other commodities. To explore this 
avenue even further ; we would recommend that the possi- 
bility of warehousing some commodities “in transit" 
be considered. 

For emphasis there is a little repetition here 
dealing with paragraphs ho, 41 and 42, and we are again 
making our statement on horizontal freight increases. 

Horizontal Percentage Rate Increases : The 
present i csiiins of the Boam of Transport Commissioners 
in awarding rate increases by way of horizontal percentage 
increases is one of the major inequities that quality 
for investigation under clause (a) of the terms of 
reference of this Commission. Certainly this practice 
has operated to the disadvantage of Brandon. This is no 
anew problem. It has existed for some iapealt icin 1 
time. 

THE CHAIRMAN: We have heard of it from St. 
John's, Newfoundland, to Winnipeg now, and we still have 
Mr. Sinclair saying that it is not an inequity, so we 
will have the pleasure of determining that later. 

- MR. SINCLAIR: I hope by singling me out that 


you are not suggesting that I am the only one? 


a, Cee 
ee oa 
jeet oe 
ON ae 


oe nnend a 


. . ‘ sel Malt), 4s By er a 


| ~tmeoe ott) seek brsnummoss weholk ‘ow. eect’ neve sumer is 7 

| "Shemetd an" eelttithonmds emda: ciate te vee mn 
| | 
| 
| 


saot nottiitegen sleet s at abies staadgs: $0 ilar ioatints | 


sisge oe ewbaS ISH bus Mh 0 stlgenatan td te glee “2 
| aeabonomt drigtes? Lednosivod 0 temevera wo getslem Pe 
| ent 2eoesersAl otal auatneotet IstaoslaoH Rekteices | 7 
| erenotamtmned Imocinan? Io pect oft, to eo tionxg resneng mes 
dhetnsoxved Letaos fort Yo: yew yd eexgotont etes antbaswe st. | =“ 
| ytiiaup tact eetdlupsat totam ond to eno af ‘aeasetont | soe - 
| 20 sariad srid' % (e) cavalo sebaw mottagteeornkiset [7 
soitosuq ethist vintsisa0 .cotsalionod etd? to somerset | 
a er gid? Mo neuerd Io eghthaveaete eit of betereqo Bef 4 rg 
| S£dsrebbanoo omoa tot bstetes asi ae .metdowg wen se | 
| 88 mow) Fb To bused oved ol | :KAMALARD StRr ae: e.. 


eved Ifiva ow bee .wonm seqiuatW o¢ .baelhrwsotwer ve'anot 
owon .vvlupent os ton el af tadd gabyer at)efont® .eh 
ate! deeded airlekinregem to uveselq edd wad Ll lw 

dene tuo om gnitante wa sgot Il +tHIAIOWI®. .AM-° ~ oF ee 
feno vino edd me T tact aan ta gon om Uy 


~ ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO (aacesy” dir. 4902 


THE CHAIRMAN: Oh; no; Mr. McDonald joins you, 
I think. 

MR. SINCLAIR: And possibly shippers as well 
on certain types of commodities. 

THE WITNESS: It is, however, of major concern 
to Brandon, as it aggravates the disadvantage already 
suffered by long-haul shippers and it worsens the com- 
petitive position of manufacturers subject to long haul, 
especially when they have to bring materials in for 
fabrication. 

Brandon. suffers from lack of competition for 
their freight traffic and these "horizontal" increases 
have been put into full effect there because of its 
relatively non-competitive position, while no increase ha 
been put into effect in the highly. competitive areas of 
the country. Each “horizental".inerease has, therefore, 
tended to accentuate Brandon's disparity and this, we 
feel, is contrary to national policy. 

Competitive Rates:-In the main, Brandon has 
received practically no-benefit from competitive freight 
rates. In fact, competitive rates have increased rather 
than diminished the sectional disparity from which it 
suffers. It seems fair to assume that competitive rail 
freight rates are rates at which goods can be carried 
with some degree of profit to the carrier. It should, 
therefore, follow without argument that these goods can 
be carried a shorter distance at no greater cost to the 
carrier. If this statement is accepted, then there can be 
no justification for not passing on to Brandon shippers o 


consignees the benefit of at least the same competitive 
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rates where Brandon is an intermediate point. Indeed, 

a national policy that would minimize the differential 
rate between various regions of Canada would establish 
an even lower rate at the intermediate point and Brandon 
would obtain a large measure of equitable relief. 

Perhaps we are being naive in hoping that one 
need only bring these discrepancies in rail freight charges 
to the attention of the rail carriers and they will cor- 
rect them. Some fifteen months ago, a carload of 
Japanese oranges was being transported from the west coas 
to Winnipeg by rail when it (the box car) suffered, some 
mechanical disability which required that it be stopped 
in Brandon for repair. Brandon wholesalers were asked, 
presumably as part of a salvage operation, to take 
delivery of these oranges, which they did. Expecting 
that they would only have to pay the original (Winnipeg) 
freight charges, they were understandably upset when they 
were billed for the excess rail freight charges called 
for by the tariff charges to Brandon at that time. This 
has since been corrected without any particular pressure 
on the railways except to make this public knowledge and 
Table IV on page 15 should now show that the same rate 
for carload lots of Japanese oranges is charged from 
Vancouver to Brandon as that charged from Vancouver go"! 
Winnipeg. 

The Japanese orange illustration indicates that 
the principle that goods carried over a shorter distance 
should not pay a greater amount than those goods would 
pay over a longer distance has been accepted by the rail 


carrier. It is respectfully submitted that there should 
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be no need for shippers or consignees to protest against 
higher freight charges for shorter mileage hauls, but 
rather that this should become accepted national policy. 
Rail freight charges should be related to cost 
of service and the longer the distance, the less the cost 
per mile should be. That this is not always the case is 
graphically shown in Appendix D, Table V on page 28 
In addition, Table VI in Appendix E on page 29, 
shows how the present rate scale fails to give Brandon 
the full benefit of the rate of taper principle on 
eastbound traffic. If the rate of taper miaeioie were 
strictly adhered to, then Brandon would have a rate only 
some 14 cents higher than Winnipeg on westbound traffic 
instead of 53 cents, a whopping 75 per cent reduction. 
Freight Rates and Industrial pave uae 
The Brandon Chamber of Commerce and the city of Brandon, 
working closely together, are actively engaged in an 
aggressive program to attract new industry to Brandon and 
at the same time, they are taking those steps that are 
available to them to help existing industries expand. 
The Manitoba department of industry and commerce is also 
actively engaged in an aggressive program to attract 
industry to Manitoba and Brandon hopes to gain some direc 
benefit from that program. However, the more favourable 
rail freight-rates available in Winnipeg are a major 
influencing factor in ieee dkt- we most industries to est- 
ablish there instead of in other parts of the province. 
This tends to make Manitoba a one-city province, a fact 
that is viewed with some alarm by many of our Winnipeg 
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Less than three weeks ago, the Department of 
Industry and Commerce launched a program of regional 
development for Manitoba. This program has the hearty 
approval of all supporters of industrial decentralization 
as it is intended to promote the growth and development 
of the province as a whole. The lead editorial in the 
January 26 edition of the Brandon "Daily Sun", the 
concluding two paragraphs of which are reproduced in 
Appendix "Cc" of this submission, discusses the handicap 
of Brandon's rail freight rate structure as it reacts to 
Brandon's locational disadvantage. 

"The chief reason why little change can be 
expected in this trend (new industrial plants naturally 
gravitating towards Winnipeg) is the freight rate structure 
which discriminates heavily against all other parts of | 
the province. No prospective new industry seeking loc- 
ation in Manitoba can be expected to disregard this 
unfair burden. For no industrial enterprise aspiring to 
market its products on a broader than purely local basis 
ean be asked to accept an in-built higher cost factor 
merely to please the planners' desire for decentraliz- 
ation or to provide a selected community far from major 
markets with fresh employment opportunities and new 
sources of taxation. fo break this major barrier to any 
meaningful planning of industrial decentralization, the 
government would therefore ‘have first.to equalize the ~ 
present discriminatory freight rate structure throughout 
the, province and, perhaps, even offer more favourable rates 
where other incentives are lacking. 


"Before this elementary step toward equalizatio 
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of chances of the "underdeveloped" parts of the province 
is taken, it is difficult to get really excited about the 
finest speeches and schemes for industrial decentral- 
ization. They are, of course, welcome, for they show that 
the government - apart from its earnest aud excellent 
effort in opening up and seveler lie the mineral resources 
of the north - is aware of the top-heavy economic picture 
of the province and is toying with the idea of doing 
something about it. But as always, foundations come befo 
the roof, and the foundation of any realistic S5@8ntrai- 
ization effort undoubtedly is the freight rate structure. 
Unless this thorny spadework is done and done soon, the 
bulk of the expected industrial development in Manitoba, 
within the next two decades of which Mr. Evans spoke so 
glowingly, will again be grabbed by the Winnipeg area 
while large regions of the province will be sentenced 

to stagnation and decay." 

‘That is the end of the quotation, and I want to 
assure my Winnipeg friends, Mr. Chairman, that this is 
not the start of a “hate Winnipeg" campaign. 

This is a real impediment to decentralization 
of industry in the province of Manitoba, and more specifi 
cally, a retarding factor in Brandon's industrial growth 
and development. A national policy that would eavablian 
minimum differential rates throughout the different areas 
of our country would diminish the sectional disparity tha 
past freight rate increases have encouraged and would, 
thereby remove a major obstacle to normal and natural 
progress. | 

All of which is respectfully submitted on behal 
of the Brandon .Chamber of Commerce and the city of 


Brandon, Manitow.. 
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CROSS ~EXAMINATION BY MR. COOPER: 

Q. I will be very brief due to the lateness 
of the hour. In fact, all the matters are covered 
in your brief. How long have you occupied the 
pesition of Commissioner and Secretary Manager of the 
Brandon Chamber of Commerce? 

Ac Sinee the lst of April, 1958 -- longer 
than that, two years. 

Q. Can you tell the Commission whether 
or not you have lost any industries from Brandon because 
of the freight rate structure? 

A. We feel that one of the things that 
have contributed to the i I will stop here for a 
moment just to make sure that I understand this 
particular question, You used the words "freight 
rate structure", and there is one point, that freight 
making policy has lost something and freight rates 
themselves have lost something elise, and I am asking 
what you mean when you say that freight rates have 
lost? 

Q. Grain freight rates, generally? 

A. Yes. I think the easiest one to take 
at the moment are certain wholesale houses that have 
closed up and are now operating from Winnipeg and 
distributing into this area. These names are 
available, if need be, and then I can think of another 
one, which is the water softener people that are 


referred to here. I suppose I could say that 


we are in imminent danger of losing them because they 
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are now Shipping from Brandon to Winnipeg, and we have 
got the advantage of certain pool car arrangements 

for the western market which they are serving, but 

we are a little worried that they might go. However, 
we have been worried for a few months and they haven't 
gone yet. 

Q. You have attracted new industries to 
Brandon since you have been Mayor? 

Ay I ean't think of a single one that I 
have attracted in the two years I have been there. 

Q. What about a few years before that? 

A. We were fairly successful up to about 
1956, and there has been a good degree of commercial 
activity and expansion, and I hate to say this, but I 
don't think that I have attracted very much in the two 
years I have been here. 

There has been growth in some of our present 
industries, that must be acknowledged. 

Q. Do any of the industries there in 
shipping their products out of Brandon enjoy agreed 
charges? 

A. Some do; some of the companies have 
entered into agreed charge agreements, and I am advised 
that their many problems in that respect are taken 
care of. 

Q. Do you know of any others that may 
be entering into agreed charges in the future? In 
other words, the number of agreed charges are increasing 


with respect to industries in Brandon? 


A. We haven't got enough’ industries in that 
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category to say that it would be very much. 
Q. What about truck transport there, do 
any industries use trucks in shipping their products? 
A. We are fairly well served by trucking. 
We were a little disappointed in their contribution, 
and we agitated and the trucking position has improved, 
but it has improved basically on hauls to the east. 
Hauls to the west are not attractive to truckers and 
we are not receiving any particular concession there. 
Q. Would you say that there is active 
trucking Peles ind ces then, in Brandon, at least 
insofar as moves to the east are concerned? 
A. Yes, I would say that. 
Q. You menthoe on page 5, paragraph 23, 
in the agricultural implements supplies category, 
that includes truck bodies and accessories, are now 
being manufactured in Brandon by two firms. Are 
agricultural implements generally being manufactured 
there, or only the truck bodies and accessories which 
you mentioned and which are included in that category? 
A. Only the truck bodies. There was 
one question you asked me -- and I don't want to 
volunteer any information -=- but you asked me if I 
had lost anything, and we have lost substantially 
one type of industry through the intransient privileges 
that have been accorded to our department, and that is 
the instrument companies have moved out to Winnipeg, 
and they told us, themselves, that basically the main 


reason was because they obtained in-transit privileges 


if they were iocated in Winnipeg. We have lost 
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them all in the last four or five years. 

Qe Do you have any advantages insofar as 
costs are concerned, and when I say "costs", I am 
thinking particularly of labour? Is labour at 
a lower rate in Brandon than in Winnipeg? I know 
you said in your brief that you strive to observe the 
principle of equal pay for equal work, whether in 
Brandon or Winnipeg, but, in fact, is there a wage 
differential? 

A. Yo you mean by that a statutory 
differential or an average differential? 

Q. An average? 

A, There is an average differential. 
There isn't the same competition for the labour, and 
the average rates paid in Brandon are less than 
Winnipeg. 

Q. That would compensate you at least 
for differences in freight charges? 

A. Yes, we are compensated to a slight 
degree in those fields, but basically we are negotiating 
with some industries we hope to attract, even if we 
haven't done anything under my term, and they have 
goods of practically no weight and of a high labour 
content. The point I am trying to stress is that 
if there is a high weight factor, we could pretty 
well forget about bringing them to Brandon at the 


present time. 


CROSS-EXAMINATION BY MR. DICKSON: 


Q. Me, Bergman, in spite of that rather 
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unkind remark about Winnipeg grabbing the industrial 
development, I would like very much to congratulate 
you and those associated with you in the production 
of this first class brief, which is most persuasive. 

There are two points to which I would like 
to refer very briefly: One, in yokr paragraph He, 
and I take it your proposal is akin to that of the 
province == le alternative to a horizontal increase, 
namely, either a flat cents per hundred, or, failing 
this, a combination of the relatively smaller 
increase plus a cents per hundred pounds increase? 

a. Yes, we mean to associate ourselves. 
We reached this conclusion by ourselves, and didn't 
elaborate because we felt it would be expounded more 
fully by other witnesses. We had in mind the same 
thing as the Premier had in his comments on Monday. 

Q. On page 20, when you refer to income 
from subsidiary businesses, I take it that the 
Chamber of Commerce and the City have not reached 
any conclusion on that particular term of reference, 
but simply unline its thpotebbe as something for 
study; is that correct? 

A. Yes, I think we felt, frankly, that 
we didn't know enough about the situation to make 
a specific recommendation, and we felt it would be 
more fully developed by others more competent to give 


information to the Commission. 


CROSS =EXAMINATION BY MR. HUME: 


Q. Gi page 21 you indicate the lack of 


i neo aes 
ie _ aCe ie aa | LP 
feneteu bat oat: gardens goats 


oe we 


4 ed 


a: 


ae edeiutergano ot dowm yrev ott bw 1 


i) 


- peldovborg ent aL, staid sidiw. iaelaitedaaal seodd t 
; sevtenuensg teom ei sega: , taker anni sant, ata 


er sake: Biuow Tt daddw ot adatog owt @xs epetT.« (eae! 


eit Yo tad? ot aloe at Laeoqoug oy oe ais I bens hy 


” ' 7 we te 


: 

irl 
| a Advi e180 aihy ck exo -ylteted wwe upton < oS 
) sasewoal Lagsoatiod 6 °eo sy lear: atoll "CRS oy elas controng. | 


ft . 


wiftet .¥o .be7baud req ednso Jelt & nest be omen 
! aly y 
Ne ey i , sf nh -” 
| worlems tieviteles edd to goiventdmoo es etd | 
) 
| 


§ C in ee ord - . “| =f . _ 
Sgenouont abaveq bexhbain Yeq Sones 8 Shag sesoxont | 


st 
at ‘ ce eee. re oe ion hoe Y bh pl ad 
j'nbib bis ,seviesrve yd mofaulones oid? bedoset ow a hi ba sad 
| oP 4 te Cie od. eet lane aaised en v 
etom bebauyoaxre ed blyow Fl GgLieil OW eewsoed oF sr0d ale 


Pn M Poe foe eh fi ij ; 3 eearliteD vd pe 
omse eho (bot AL leh OW . » Va Aang iH Les ¥ a: 


” 


‘on wt wt Kee ee “Porat res ‘ oot wt vert depen Pewspant? mr + i 
-¥ oom co aires Ara AL Dan TSIMe"s nt ee morta 


as 


“a 
Le 
i 3 pepe ee 2 af rye 1 ; 
ageoat of sete7 coy mee .OS sReq 20 a at 
{ 


oft tecdtd 3h epliet I .eseeeermtund yraldSledre mest 


a 
becomes ton eved vttD ed¢ basa sotecmoD to vodmedd A 


| 
| 4 


ws] 


. we 
. ?~ 


Yes. * 


omreve tex to mre? stelpotvutg taid a0 aoleulonos yas 


a 


’ 


D> 


70% naolddomoes ag oonetroaqmt. edt entio yiqata. dud 


4 


‘co 
io a ae 


tsoerres tend ef - iebute 


——s 
- 


@ 


np 


a 


LS 
| 
7 
? 

5 

= 

re 

| = 5 
we 
’ 
> 
<a 

vy 
wm 
=; 
fey: 
=. 
bos 
ind 

— 


seoY «A ae 
eiem od solcautio edt c¢eoda cayens wond. ¢'abtlb @ 
ed bivow ht den ew baa seterbammees ettaaeh 
ovis og tuedpanes eyvom sredio ¥d beqoleveb vila me 
nobue twnod: edd o¢ note 


:SMUH AM WE 


aD —_ 7 ¥ 
. 


to doael ocd eteoldat Hoy. [Es 
v yee a Sis *~ "ows Sh 


* ANGUS. STONEHOUSE & CO. LTD. Bergman, cr-ex. 4912 
TORONTO. ONTARIO (Hume ) 


competition, and you have discussed it with Mr. Cooper, 
wt I had in front of me the ship-by-truck guide of 
this province, and in a quick calculation I could 
count nearly 200 municipalities that have a direct 
service by licensed carriers, and may I just underscore 
what you said before that Brandon seems to be 
reasonably well served by highway transport? 

A. You will have to break that down a little 
further. We are served by lots of people who 
are licensed. 

Q. Yes. 

A. And we found it necessary -- and this 
is on the shorter haul, and I could develop a few 
thoughts on the long haul and short haul, but we have 
associated ourselves in the past year with two 
applications for the railroads -- in particular, 
Canadian Pacific Express ts where they wanted to 
obtain a licerlee and serve the southern and western 
part of the province, and also link us up with the 
west. We associated ourselves with that and 
supported it, because in spite of the shortage of 
short haulers we felt we were not getting the service 
from the number of licenses... The situation in 
the last year has improved, and the resulting increased 
service by Canadian Pacific Express, itself, improved. 
However, remember this fundamental fact about truck 
service: The trucks going out of Winnipeg to 
Regina, Saskatoon, Calgary and Edmonton want to load 
up a full load in Winnipeg and not leave with half a 


load merely to pick up in Brandon and carry on. 
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Trucks can get a bigger load in Winnipeg, so we don't 
seem to attract people to service us, and our main 
complaint, which is important, is we feel that many 
freight solicitors, both of the short hauls and long 
hauls, did not greatly appreciate the fact that 
Brandon existed. The*fact that you have got lots 
of people licensed does not mean you have got lots 

of service. 

Qo In paragraph TT you speak of horizontal 
inereases, and your words gh Meee abet suffers from 
lack of competition for the freight traffic and these 
‘horizontal’ increases have been put into full effect 
there...": Do you mean that you have no competitive 
rates and no agreed charges, that the full horizontal 
increase goes into effect in Brandon without any 
rollback or cutback? 

A. In almost every instance. 

Q. in the rest of the sentence you say, 
*., while no increase has been put into effect in the 
highly competitive areas...": Are you thinking of 
eastern Canada -- Ontario and Quebec? 

A. When I refer to that, I am beraut ue 
to eastern Canada, yes. 

Q. You were here this afternoon when I read 
the figures which Mr. Knowles gave to the Parliamentary 
Committee, that of the recent increase 264 per cent of 
that was applied in eastern Canada -=- in Ontario and 
Quebec? 

A. I am going to take your word for it 
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me, but I would point out from the standpoint of the 
Winnipeg-Brandon traffic ud have only two truckers 
giving service at the present time. 

Q. This is my last question: I understand 
hat before you took your present position you were 
associated with a trucking company and you know 
something about the industry in this province? 

A. I know a little bit. 

Q. This is purely a matter of assistance 
to the Commission: Isn't it so that in this province, 
while the railways can put in a competitive rate without 
any formality, a trucking company cannot put in a 
competitive rate without getting permission from the 
local Board and having a hearing? 

A. That is correct, as long as it is 
intra-provincial highway traffic. 

Q. I am thinking of Winnipeg and Brandon: 
The railways could put it in over night, so to speak, 
without any formality, and the trucks have to have a 
hearing, and it takes about a month for a hearing? 

A. The service is fairly good, but they 


have to get permission. 


CROSS-EXAMINATION BY MR. McDONALD: 

Q. On page 13 you refer to tariff CFA82-G -- 
"an all-commodity tariff applicable from Montreal and 
Toronto only to Winnipeg, Regina and other major 
centres in the west." Did you ever take that 
question up with the traffic department of the Canadian 


National in Winnipeg to see if you could have it applied 
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to Brandon? 

A. No, I must advise you that I have only 
gathered material and sought information to put 
together in the brief. I have taken no steps. 

Q. I would suggest that you take it up with 
the traffic department of the Canadian National? 

A, I might say they have been helpful 
on other occasions to try and correct certain things. 

Q. There is another question I have been 
asked! to ask you: Are there any truck movements 
from the east through Chicago to Brandon? 

A. No direct -- to my knowledge, none 
direct. It would have to be an inter-line. 

MR. HUME: Pacific Inland Express has 
a licence from Brandon to Metropolitan Toronto‘ 

THE WITNESS: I could not have understood 
your question, Mr. McDonald. I thought you were 
talking about Chicago. 

MR. McDONALD: Qe Through Chicago -- 
say, from Ontario through Chicago? 

A. I am not sure what licenses Pacific 
Inland Express have. 

Q. You don't know whether there are any 
or not? 

A. Pacific Inland have from Toronto. 

Q. Do they go via Chicago? 

A. They make a connection through Michigan. 


MR. McDONALD: I think that is all. 
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CROSS-EXAMINATION BY MR SINCLAIR: 

Q. I do say I think this prist indicates 
a substantial amount of work by yourself, and I join 
with Mr. Dickson in saying that I think you are to 
be complimented on it. 

In your introduction -- and this is a matter 
you referred to again a few minutes ago -- you said 
that no industry with a high weight content in its 
shipments would locate in the smaller cities or the 
smaller centres. Now, I have in mind two industries 
in Manitoba that would have the high weight content 
in their shipments: Campbell Soups, and they are 
located at Portage La Prairie; and the other one I 
have in mind would be the Co-op at Altona, Now, 
they are two: industries’ that have located in smaller 
centres to take advantage of particular advantages that 
some smaller centres provide. Did you know of 
those industries in Manitoba? 

A. Yes. 

Q. And it may be that Brandon, as its 
economy changes, will develop certain particular 
advanatages and would offset this troubled situation 
that you have told us about where Winnipeg has such 
a tremendous advantage in freight rates. This was 
a little new after having listened to some people from 
Winnipeg for so long, bee that is a possibility, that 

withéhanges in the economy and development of new 
types of crops and things like that, the high weight 


content is not the determining factor but, rather, what 
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which 
the soil produces, and matters of that kind, /often 


determine the placement of industry? 

A. There are many factors like that. 

Q. Freight rates is only one? 

A. Freight rates, in many instances, is 
only one of many. 

Q- On this matter of horizontal increases, 
as you were told by the chairman, there are some 
people that think they are not as bad as they are 
painted, and there are some people who believe it is 
their duty to speak for all shippers, short haul and 
long haul. For instance, if you were a shipper 
in Brandon and moving your goods to Estavan, and the 
proposal of cents per one hundred pounds and 5 per cent, 
we will say, was to take the place of the’ straight 
percentage increase, we will say, of 8 per cent, 
you would bear a greater disadvantage than would the 
Shipper from Winnipeg; you would have a bigger increase 
than if a straight percentage increase was applied? 

A. I don't know whether it is too late 
for me, but I just didn't get that. I know this, 
and I do want to assure you I would like to answer 
every question I possibly can, but there are some 
phases, which I dma gine would operate to the detriment 
in certain instances, and this appears to be, to us, 
the most logical solution to our problem that has yet 
been submitted. 

Q. And you have considered all your traffic 
movements -- or, have you just considered some of your 


traffic movements? 
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A, We have considered, I would think, a 
great majority our problem’ 

Q. If you were shifting short\haul, af 
you were an Estavan shipper shipping to Brandon and 
compe ting with a Drumheller shipper shipping to Brandon, 
then the situation would be one in which percentage 
increases would be the method you would expect them 
to support, wouldn't it? 

A. Well, the approach we are trying to 
make because we are new in this business is the fact 
we want to suggest something that cannot be interpreted 
as being greedy for us, but something that would 
improve the situation to the benefit of everybody. 

We feel there is going to be some disadvantage, and 
I can only speak of a principle. 

Q. There is going to be some inmate: 
and with the information you have you feel that the 
50-50 suggestion of the Premier of Manitoba seems 
to assist Brandon? 

A. I am fairly convinced that is the most 
acceptable solution available yet. 

Q- Had you in your considerations thought 
of graduated increases -- percentage increases graduated 
in respect of distance? 

A, No, we hadn't. 

Q. I think it is one explanation that 
comes out of the labour case. Am I understanding 
this correctly, that what was involved here is a 
processor or a manufacturer located in Brandon who 


was bringing in raw material or some manufactured goods 
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from the east and competing with the Winnipeg manufacture 
for the sale in Winnipeg lke 

A. No. 

Q. Or shipping back to the east? 

A. I think maybe I can be of help if I 
try andflear it up. We are not arguing or making 
a submission so much on this particular differential. 
We are trying to show that here is a new, alarming 
trend where, let us say, the excuse of transportation 
has been partly used for a wage differential. We 
are suggesting that the newness of this is alarming, 
and if this is something the Commission runs into 
in other areas or circumstances, or if it is an 
established fact, then it is an alarming fact and 
we feel it would be helpful to you in your studies. 
The other thing is that in this particular case there 
is a high factor for them to pay to get the goods from 
Brandon to Winnipeg. 

Q. Canadian Pacific Express have provided 
trucking services ranging out from Brandon for a good 
many years? 

A. They started in a limited fashion, and 
they are now growing, and they are giving each year, 
it seems to me, or periodically, their service is 
increasing. They are now giving service to a 
number of Manitoba areas. 

Q. And the Brandon merchants and businessmen 
were anxious to have them provide this service and 
to get the benefits of the integration that flows from 
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A. I have got to answer it on a broad 
basis, and if I haven't covered it, then you can ask 
me something on a more limited basis. This is a 
two way street, because two things happen in this 
area, to my knowledge. There was an abandonment 
of some -- I don’t mean a complete abandonment, but 
there was a curtailment of service by rail in many 
of these areas. That brought a need for additional 
or substituted service of a nature, and some truckers 
went in, and in some areas the Canadian Pacific Express 
went in, and the more recent application, as I recall 
it, that we supported Canadian Pacific Express on, 
was for them to get back service they had either 
discontinued or curtailed before. 

Q. Notwithstanding the fact that there 
were existing licensed truckers, as you have said, 
it was felt necessary by the businessmen to have some 
competition by the railway for those licnesed truckers? 

A. Well, I think I can say it even more 
advantageously to you, by saying there was a need 
for that adequate service, and the shippers in the 
area -- many of them supported your application -- 

I should say the Canadian Pacific Express application -- 
quite strongly. 

Q. One final point, on page 22 paragraph 81, 
you are not suggesting, are you, Mr. Bergman, that 
freight rates ‘should be fixed on cost alone? 

A. No, sir. I think that is a very im- 
portant factor and it should be related as closely 


as possible to it. 
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Q. You would agree =--- 

A. I am always afraid of your questions 
when you start them off, "Would you agree?" 

Q. Well, let me put it this way: You would 
not disagree that all traffic should bear its variable 
cost and some contribution in excess thereof? 

A. I am afraid I haven't got the knowledge 
to answer that question intelligently or properly. 


MR. SINCLAIR: Thank you very much. 


EXAMINATION BY MR. MAURO: 

Q. Could I just be of assistance to the 
Commission: As I understand the very excellent 
work that your group has prepared, Brandon in common 
with other small centres in the Province of Manitoba is 
indicating an increased diversification of activity, 
and though it may be slow and at a differing degree, 
there is this diversification tibiae small centres 


of Manitoba? 


A. There is a very active attempt to get 


more diversification. Does that answer it 
satisfactorily? 

Q. Yes. 

A. We haven't seen as many results yet 


as we would like to, but we are quite confident that 

some of the things we are looking for will develop. 
Q. And it is the position of the Brandon 

Chamber of Commerce and the City of Brandon that 

the present freight rate structure impedes this 


development ; is that the purport? 
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A, Yes, and you are using the same 
wordiwe used; it does "impede". 

Q. And in your supporting the submission 
of the Province of Manitoba on this suggested new 
approach to rate making, you do that knowing that 
it is bound to have an effect on the short haul shipper 
and, in fact, that is the purpose of it -- to shift 
a little bit of the burden to the short haul shipper, 
but in the balance it will be an equitable method 
that should result in benefits to small centres such 
as Brandon? 

A. I agree. 

Q. And you, of course, might have considered 
that under any graduated type of increase, as suggested 
by my learned friend Mr. Sinclair, you might find 
yourself in the intolerable position vunat if the 
line happened to fall three miles west of Brandon, 
and there was reduction, you might find yourself 
paying a higher rate than a location one or two 
miles further west? 

A. We realize that, but I still have to be 
fair. We know about that disadvantage, but sae 
enough about it for me to add anything further than 
I made in my first answer. 

COMMISSIONER GOBEIL: I would just like 
to offer you my congratulations, Mr. Bergman. 

MR. MANN: You will agree that a lot 
of work went into this submission, won't you, Mr. 
Bergman? 


THE WITNESS: Nobody knows it better than 
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MR. MANN: Certainly my colleagues and 
I will review this very carefully. There is a 
wealth of detail in here and we will certainly go 


over it very thoroughly. 


BY COMMISSIONER PLATT: 

Q. Some of the problems you raise interest 
me very greatiy, particularly the de-centralization 
of industry in western Canada or, indeed, in Canada 
as a whole, and you have raised some of the problems 
concerned with this, and I think we will both agree 
that transportation is only one of many problems 
invoived in this particular thing. Don't you think 
that in spite of the disadvantages that you have raised 
that there is no real possibility for developing 
this without certain sacrifices being made a* the 
local level in order to allow industry to develop? 
For example, you mentioned wages, and that your people 
had to take a reduction in wages in order for them 
to remain in business. The reductions seemed, to 
me, to be a very hefty one, but, nevertheless, the 
differential -- they are not all bad -= and I am not 
speaking facetiously, but as an ordinary person. 

A. I don't think anybody in our delegation 
will argue with that statement. 

Qe There are advantages ina small 
community in many ways? 

A, I think transportation costs are a 


major factor in some, and perhaps a relatively minor one 
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in some others. 

Q. In regard to horizontal rate increases, 
isn't a great dealof the fear of people in the 
manufacturing business due to the fact that we have 
had horizontal increases in the last few years of 
some umpteenfer cent, and that if we could see in 
the future where the freight rate increases were going 
to be of much less magnitude than they have been in 
recent years, much of the fear of manufacturers would 
disappear? 

A. I think our alarm must be described 
as saying that the horizontal increases have brought 
us to the saturation point as far as our city is 
concerned; that there are too many times when these 
costs are a factor, and there are too many industries 
that rightly or wrongly we feel we are denied soliciting 
because of a particular factor in these costs. 

I think the time has come that there should be some 
type of levelling off to see if a more equitable 
solution can be arrived at. 

Q. Looking into it for the next couple of 
years, you might well think we are due for another 
hike, and if there is going to be a, say, 30 per cent 
hike, then I am a great deal safer in Winnipeg than 
in Brandon, but if in the next year or so you are 
expecting there might be a 5 per cent hike, this 
would not worry me nearly as much? 

A. Well, everything is relative. We 
would not worry any more about that than the difference 


between a five per cent increase in income tax as 
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against a thirty per cent increase. We feel the 
one a lot more than the other. 
MR. PLATT: Well, thank you very much. 
I think you have raised some very important questions. 
THE CHAIRMAN: Thank you, Mr. Bergman. 
THE WITNESS: We appreciate your 
courtesy sir, and the opportunity of appearing before 
this Commission, and also the courtesy of counsel. 
THE CHAIRMAN: We will adjourn now until 


2:15 tomorrow. 


#W--Ad journment. 
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